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7KHLPSDFWRILQVWLWXWLRQDOLQYHVWRUVRQPHUJHUV	
DFTXLVLWLRQVLQWKH8QLWHG.LQJGRP 
 
'LPLWULV$QGULRVRSRXORVD6KXDL<DQJE 
 
$EVWUDFW 
,Q WKLV SDSHU ZH LQYHVWLJDWH WKH LPSDFW RI LQVWLWXWLRQDO RZQHUVKLS RQ 8. PHUJHUV DQG
DFTXLVLWLRQV:HHPSOR\DFRPSUHKHQVLYHVDPSOHRI0	$VFRQGXFWHGE\8.DFTXLUHUV
IURPWR WKXVLQFOXGLQJDIXOOF\FOHRISHDNDQGWURXJKLQ0	$ZDYHV:H
ILQG WKDW LQVWLWXWLRQDO LQYHVWRUV LQFUHDVH WKH OLNHOLKRRGRIDQ0	$WREHD ODUJHFURVV-
ERUGHUGHDORSWLQJIRUIXOOFRQWURO0RUHRYHULQVWLWXWLRQDORZQHUVKLSFRQFHQWUDWLRQDQG
IRUHLJQ LQVWLWXWLRQDO RZQHUVKLS LQFUHDVH WKH OLNHOLKRRG RI FURVV-ERUGHU 0	$V ,Q
DGGLWLRQ ZH DVVHVV WKH LQIOXHQFH RI LQVWLWXWLRQDO VKDUHKROGHUV¶ LQYHVWPHQW KRUL]RQ DQG
ILQGWKDWZKLOHLQYHVWPHQWKRUL]RQKDYHDQHJDWLYHLQIOXHQFHLQHQFRXUDJLQJFURVV-ERUGHU
0	$VWKHSUHVHQFHRIORQJ-WHUPLQYHVWRUVHQFRXUDJHVODUJHU0	$V)LQDOO\HYHQDIWHU
FRQWUROOLQJ IRU WKH - ILQDQFLDO FULVLV WKH PDUNHW UHDFWV QHJDWLYHO\ WR WKH
DQQRXQFHPHQWRIFURVV-ERUGHU0	$V 
 
.H\ZRUGV LQVWLWXWLRQDO LQYHVWRUV PHUJHUV DQG DFTXLVLWLRQV FURVV-ERUGHU LQYHVWPHQW
KRUL]RQHQGRJHQHLW\ILQDQFLDOFULVLV 
 
-(/FODVVLILFDWLRQV*** 
D 6WUDWKFO\GH8QLYHUVLW\ %XVLQHVV6FKRRO 'HSDUWPHQWRI$FFRXQWLQJDQG)LQDQFH 
&DWKHGUDOVWUHHW*ODVJRZ*/18QLWHG.LQJGRP 
E&RUUHVSRQGLQJDXWKRU&KLQD$FDGHP\RI&RUSRUDWH*RYHUQDQFH%XVLQHVV6FKRRO
1DQNDL8QLYHUVLW\7LDQMLQ&KLQD7HO--(-PDLO
QN\DQJV#QDQNDLHGXFQ 
:HWKDQNDQDQRQ\PRXVUHIHUHH'\ODQ&7KRPDVDQGWKHSDUWLFLSDQWVRIWKHUG,QWHUQDWLRQDO
&RQIHUHQFH RI WKH )LQDQFLDO (QJLQHHULQJ DQG %DQNLQJ 6RFLHW\ IRU WKHLU KHOSIXO FRPPHQWV DQG
VXJJHVWLRQV  
 
 
,QWURGXFWLRQ 
7KHGHFLVLRQWRHQJDJHLQPHUJHUVDQGDFTXLVLWLRQV0	$VFDQVLJQLILFDQWO\DIIHFW
VKDUHKROGHUYDOXH*DVSDUHWDO0RUHRYHUWKHYDOXHRIFURVV-ERUGHU0	$VLQ
DFFRXQWHGIRUDSSUR[LPDWHO\RIWKHWRWDOYDOXHRIJOREDOIRUHLJQGLUHFW
LQYHVWPHQW81&7$'$WWKHVDPHWLPHWKHLPSRUWDQWUROHRILQVWLWXWLRQDO
LQYHVWRUVLVJURZLQJUDSLGO\ZRUOGZLGHDQGWKULYHVLQPRUHGHYHORSHGHFRQRPLHV
.KRUDQDHWDO$QXPEHURIVWXGLHVLGHQWLI\WKHVLJQLILFDQWLQIOXHQFHWKDW
LQVWLWXWLRQDOLQYHVWRUVKDYHRQILUPV¶GHFLVLRQPDNLQJDQGSDUWLFXODUO\RQWKH860	$V
6WXO]HWDO$PEURVHDQG0HJJLQVRQ&KHQHWDO)HUUHLUDHWDO
0RUHRYHUWKHKROGLQJVRILQVWLWXWLRQDOLQYHVWRUVKDYHEHHQVWHDGLO\LQFUHDVLQJIRU
WKHODVWIHZGHFDGHVUHVXOWLQJLQODUJHSURSRUWLRQVRIVKDUHVEHLQJKHOGE\LQVWLWXWLRQDO
LQYHVWRUVLQWKH86PDUNHW'HUULHQHWDO,QWKLVVWXG\ZHH[DPLQHWKHLPSDFWRI
LQVWLWXWLRQDOLQYHVWRUVLQWKH8.WDNHRYHUPDUNHWIURPWR 
6LQFH8.ILUPVKDYHWKHIOH[LELOLW\WRFRQGXFWDSODFLQJZKLFKLVFRPSDUDEOH
WRWKHFRPPLWPHQWRIIHULQJRI86ILUPV7KHUHIRUH8.ILUPVFDQVLJQDOWKHLUTXDOLW\YLD
DVHDVRQHGHTXLW\RIIHULQJZKLFKLQFUHDVHVWKHVKDUHRZQHUVKLSGLVSHUVLRQ6ORYLQHWDO
7KHFRQWURORIWKHHTXLW\PDUNHWVE\LQVWLWXWLRQDOLQYHVWRUVKDVJURZQUDSLGO\
VLQFHWKHVLQERWKWKH86DQGWKH8.$JXLOHUDHWDO&XUUHQWO\
DSSUR[LPDWHO\RIWKH8.HTXLW\PDUNHWLVFRQWUROOHGE\LQVWLWXWLRQDOLQYHVWRUV
DFFRUGLQJWRWKH2IILFHRI1DWLRQDO6WDWLVWLFV+RZHYHUPDQDJHUVLQ8.ILUPVGRQRW
KDYHWKHVDPHIUHHGRPWKHLU86FRXQWHUSDUWVHQMR\DVLQVWLWXWLRQDOLQYHVWRUVDUHDEOHWR
 
 
H[HUWJUHDWHULQIOXHQFHDQGEHFRPHDFWLYHO\LQYROYHGLQPRQLWRULQJILUPV¶DFWLYLWLHV
6KRUWDQG.HDVH\0HDQZKLOH8.LQVWLWXWLRQDOLQYHVWRUVH[KLELWDVLJQLILFDQWO\
ORZHUVKDUHWXUQRYHUUDWHFRPSDUHGWRWKH86HTXLW\PDUNHW%ODFNDQG&RIIHH
$JXLOHUDHWDOVXJJHVWLQJWKH\SOD\DJUHDWHUUROHLQILUPV¶PRQLWRULQJ 
7KHVL]HDQGW\SHRIVKDUHKROGHUVFDQKDYHDVLJQLILFDQWLPSDFWRQILUPVWUDWHJ\DQG
ILQDQFLDOSHUIRUPDQFH7KRPVHQDQG3HGHUVHQ0RUHRYHULQVWLWXWLRQDOLQYHVWRUV
VLJQLILFDQWO\DIIHFWH[HFXWLYHFRPSHQVDWLRQ+DUW]HOODQG6WDUNV+RZHYHU
GLIIHUHQWVKDUHKROGHUJURXSVPD\QRWKDYHDOLJQHGLQWHUHVWVLQWKHILUP¶VGHYHORSLQJDQG
LQYHVWPHQWVWUDWHJLHVGXHWRLQFUHDVHGULVNVDQGRUJDQL]DWLRQDOFRPSOH[LW\7LKDQ\LHW
DO+RVNLVVRQHWDOILQGWKDWGLIIHUHQWW\SHVRILQVWLWXWLRQDOLQYHVWRUVKDYH
KHWHURJHQHRXVSUHIHUHQFHVIRUFRUSRUDWHLQQRYDWLRQWKDWDIIHFWFRUSRUDWHJRYHUQDQFHDQG
VWUDWHJ\ 
6LQFHLQVWLWXWLRQDOLQYHVWRUVFDQLQIOXHQFHFRUSRUDWHGHFLVLRQVE\PDNLQJWKHLU
SUHIHUHQFHVNQRZQWKURXJKWKHLUVWRFNKROGLQJVDQGUHVSHFWLYHWUDGLQJILUPVDGMXVWWKHLU
VWUDWHJLFLQYHVWPHQWSURSRVDOVWRFDWHUWRWKHLULQVWLWXWLRQDOLQYHVWRUV+DUW]HOODQG
6WDUNV7LKDQ\LHWDO)DPDDQG-HQVHQDQG:DOVKDQG6HZDUG
VKRZWKDWH[WHUQDOJRYHUQDQFHPHFKDQLVPVSOD\DQLPSRUWDQWUROHLQFXUELQJ
PDQDJHULDORSSRUWXQLVP0RUHRYHULQVWLWXWLRQDOLQYHVWRUVSURYLGHHIIHFWLYHH[WHUQDO
PRQLWRULQJRIILUPV¶PDQDJHPHQW%XVKHH$OPD]DQHWDO&KHQHWDO
$OWKRXJKPRQLWRULQJFDQEHFRVWO\DODUJHVKDUHKROGHUFDQEHDUWKHPRQLWRULQJ
FRVWVDVWKHSRWHQWLDOUHWXUQVJDLQHGIURPHIIHFWLYHPRQLWRULQJFDQEHJUHDWHU*LOODQDQG
 
 
6WDUNV,QDGGLWLRQDOLTXLGVWRFNPDUNHWDOORZVODUJHLQYHVWRUVWREHQHILWIURP
PRQLWRULQJYLDLQIRUPHGWUDGLQJOHDGLQJWRPRUHPRQLWRULQJDQGRYHUFRPLQJWKHIUHH-
ULGHUSUREOHP$GPDWLHWDO0DXJ-RKQVRQDQG*UHHQLQJ 
:HH[WHQGWKHH[LVWLQJHYLGHQFHE\DVVHVVLQJWKHLPSDFWRILQVWLWXWLRQDOLQYHVWRUV
DQGWKDWRIYDU\LQJLQVWLWXWLRQDOLQYHVWRUFKDUDFWHULVWLFVRQWKHHQJDJHPHQWRI8.ILUPV
LQ0	$V:HILQGWKDWZKHQLQVWLWXWLRQDOLQYHVWRUVKROGODUJHUVWDNHVLQDFTXLUHUILUPV
DFTXLUHUVDUHPRUHOLNHO\WRHQJDJHLQODUJH0	$VDQGDVVXPHIXOOFRQWURORIWKHWDUJHW
ILUPV+RZHYHUZKHQZHDVVHVVWKHLPSDFWRIWKHILYHODUJHVWLQVWLWXWLRQDOLQYHVWRUVZH
ILQGWKHUHLVDQHJDWLYHUHODWLRQVKLSZLWKWKH0	$GHDOVL]H:HDUJXHWKDWWKLVLV
EHFDXVHWKHODUJHVWLQVWLWXWLRQDOLQYHVWRUVZLOOEHDYHUVHWRHQJDJLQJLQODUJH0	$V
VLQFHDJUHDWHUSRUWLRQRIWKHDFTXLUHUV¶UHVRXUFHVDUHFRPPLWWHGWRWKH0	$,Q
DGGLWLRQODUJH0	$VFDQSRWHQWLDOO\GLVWRUWWKHH[LVWLQJFRUSRUDWHJRYHUQDQFHG\QDPLFV
DQGWKHLUH[LVWLQJVKDUHKROGLQJVDQGWKHUHVSHFWLYHLQIOXHQFHWKDWWKHODUJHVWLQVWLWXWLRQDO
LQYHVWRUVH[HUWRQWKHDFTXLULQJILUPV 
,QYHVWLQJLQFORVHO\KHOGILUPVFDQEHWWHUSURWHFWLQYHVWRUVZKHQWKHUHDUHGLIILFXOWLHV
RIWUDQVIHUULQJWKHKRPHFRXQWU\¶VVWURQJOHJDOSURWHFWLRQWRWKHKRVWFRXQWU\%XUNDUW
DQG3DQXQ]L:HLW]HODQG%HUQV/VNDY\DQDQG6SDWDUHDQX:H
LQYHVWLJDWHZKHWKHULQVWLWXWLRQDORZQHUVKLSFRQFHQWUDWLRQFDQEHFRPSOHPHQWHGZLWK
LQYHVWRUSURWHFWLRQLQFURVV-ERUGHU0	$V2XUUHVXOWVVKRZWKDW8.ILUPVDUHW\SLFDOO\
DYHUVHWRDVVXPLQJIXOOFRQWURORIIRUHLJQILUPV+RZHYHUZKHQ8.DFTXLUHUVGHFLGHWR
HQJDJHLQFURVV-ERUGHU0	$VWKH\RSWIRUIXOOFRQWURORIWKHIRUHLJQWDUJHWILUPVZKLFK
 
 
DUHODUJHULQVL]HDQGUHODWLYHWRWKHLUUHVSHFWLYHLQGXVWU\7KLVVXJJHVWVWKDWZKHQ8.
DFTXLUHUVGHFLGHWRHQJDJHLQFURVV-ERUGHU0	$VWKH\DFTXLUHODUJHUILUPVWKXV
DWWHPSWLQJWRHVWDEOLVKDVWURQJIRRWKROGLQWKHIRUHLJQPDUNHW&RQVHTXHQWO\FURVV-
ERUGHU0	$VWHQGWREHODUJHULQGHDOVL]HDVRSSRVHGWRGRPHVWLF0	$V 
'RPHVWLFLQYHVWRUVFDQKDYHDVLJQLILFDQWHGJHLQVWRFNWUDGLQJ.DQJDQG6WXO]
&KRHHWDODQGHQMR\LQIRUPDWLRQDODGYDQWDJHV'YRUDNRYHUIRUHLJQ
LQYHVWRUV+RZHYHU&KHQHWDOILQGWKDWIRUHLJQLQYHVWRUVDUHPRUHVRSKLVWLFDWHG
LQSURFHVVLQJLQIRUPDWLRQWKDQGRPHVWLFLQYHVWRUVLQOLQHZLWK6HDVKROHVZKR
ILQGVWKDWIRUHLJQLQYHVWRUV¶SHUIRUPDQFHLVEHWWHUFRPSDUHGWRGRPHVWLFLQYHVWRUV
0RUHRYHUIRUHLJQLQVWLWXWLRQDOLQYHVWRUVFDQKHOSLPSURYHILUPSHUIRUPDQFHUHGXFH
FDSLWDOH[SHQGLWXUHVDQGILOOWKHLQIRUPDWLRQJDSEHWZHHQFURVV-ERUGHUDFTXLUHUVDQG
WDUJHWVZKLFKSRWHQWLDOO\FRQWULEXWHWRSURPRWLQJFKDQJHVLQFRUSRUDWHJRYHUQDQFH
*LOODQDQG6WDUN)HUUHLUDDQG0DWRV:HDVVHVVZKHWKHULQYHVWRU-VSHFLILF
FKDUDFWHULVWLFVVXFKDVLQVWLWXWLRQDOLQYHVWRUKRUL]RQDQGFRXQWU\RIRULJLQIRUHLJQYV
GRPHVWLFLQIOXHQFHDFTXLUHUV¶GHFLVLRQWRHQJDJHLQ0	$V:HILQGWKDWWKHSUHVHQFHRI
IRUHLJQLQVWLWXWLRQDOLQYHVWRUVHQWLFHV8.ILUPVWRDFTXLUHIRUHLJQWDUJHWV,QDGGLWLRQD
KLJKHUFRQFHQWUDWLRQRIIRUHLJQLQVWLWXWLRQDOLQYHVWRUVLQFUHDVHVWKHOLNHOLKRRGRIWKH
DFTXLUHUDVVXPLQJIXOOFRQWURODQGWR0	$VZLWKODUJHUGHDOYDOXHV7KLVLVFRQVLVWHQW
ZLWK)HUUHLUDHWDOZKRILQGWKDWODUJHDQGIRUHLJQLQVWLWXWLRQDORZQHUVKLS
LQFUHDVHVWKHOLNHOLKRRGRIDFURVV-ERUGHU0	$ 
,QVWLWXWLRQDOLQYHVWRUVZLWKORQJ-WHUPLQYHVWPHQWVZLOOGHFUHDVHWKHLUWUDGLQJ
 
 
IUHTXHQF\ZKLOHLQFUHDVLQJWKHLUFRPPLWPHQWWRWKHILUP¶VJRYHUQDQFHDQGWKHLU
LQIOXHQFHRQPDQDJHUV&KHQHWDO/RQJ-WHUPRZQHUVKLSJLYHVLQVWLWXWLRQDO
LQYHVWRUVWKHRSSRUWXQLW\WRDFTXLUHPRUHLQIRUPDWLRQRQWKHILUPWKH\KDYHLQYHVWHGLQ
DQGH[HUWPRUHHIIHFWLYHPRQLWRULQJZKLFKFRQWULEXWHVWRWKHUHGXFWLRQRIDV\PPHWULF
LQIRUPDWLRQEHWZHHQLQVLGHUVDQGRXWVLGHUV(O\DVLDQLHWDO,QFRQWUDVW
DFTXLULQJILUPVH[SHULHQFHVLJQLILFDQWO\ORZHUVKRUW-DQGORQJ-UXQDEQRUPDOUHWXUQV
DURXQGWKHDQQRXQFHPHQWRI0	$V*DVSDUHWDOVXJJHVWLQJWKDWVKRUW-WHUP
LQVWLWXWLRQDOLQYHVWRUVKDYHDSRVLWLYHUHODWLRQVKLSZLWKOHVVGLVFLSOLQHGPDQDJHULDO
GHFLVLRQV2XUUHVXOWVVKRZWKDWDFURVVDOOWKUHHFDWHJRULHVRILQVWLWXWLRQDOLQYHVWRUV¶
KRUL]RQLHVKRUW-WHUPPHGLXP-WHUPDQGORQJ-WHUPWKHUHLVDQHJDWLYHUHODWLRQVKLS
ZLWKWKHOLNHOLKRRGRIFURVV-ERUGHU0	$V+RZHYHUZKHQDFTXLUHUVHQJDJHLQDQ0	$
UHJDUGOHVVRILQYHVWPHQWKRUL]RQWKHUHLVDJUHDWHUOLNHOLKRRGRIDFTXLUHUVHQJDJLQJLQ
0	$VZLWKODUJHGHDOYDOXHV,QDGGLWLRQZHILQGWKDWDKLJKHUFRQFHQWUDWLRQRIORQJHU-
DQGPHGLXP-KRUL]RQLQVWLWXWLRQDOLQYHVWRUVLQFUHDVHVWKHOLNHOLKRRGRIDFTXLUHUV
DVVXPLQJIXOOFRQWURORIWKHWDUJHWILUPV7KLVVXJJHVWVWKDWLQVWLWXWLRQDOLQYHVWRUVZLWK
PHGLXP-DQGORQJ-WHUPLQYHVWPHQWKRUL]RQVDUHPRUHDFWLYHO\LQYROYHGLQDILUP¶V
GHFLVLRQPDNLQJDQGZDQWWRDYRLGDUHGXFWLRQLQWKHYDOXHRIWKHLULQYHVWPHQWV$IWHU
FRQWUROOLQJIRUILUP-VSHFLILFDQGGHDO-VSHFLILFFKDUDFWHULVWLFVZHILQGWKDWWKHVKRUW-WHUP
PDUNHWUHDFWLRQWRWKH0	$DQQRXQFHPHQWLVQRWGULYHQE\WKHLQYHVWPHQWKRUL]RQRI
LQVWLWXWLRQDOLQYHVWRUV 
0	$VDUHFOXVWHUHGGXHWRVWRFNPDUNHWYDOXDWLRQV6KOHLIHUDQG9LVKQ\DQG
 
 
WKH\RFFXULQZDYHVGXHWRHFRQRPLFFRQGLWLRQVDWWKHILUPOHYHO5KRGHV-.URSIDQG
9LVZDQDWKDQ+DUIRUGDQGWKHLQGXVWU\OHYHO+DUIRUG2XUVDPSOH
SHULRGLQFOXGHVDIXOO0	$F\FOHVWDUWLQJIURPWKHDIWHUPDWKRIWKHGRW-FRPEXEEOH
ZKHQORZFUHGLWSUHYDLOHGDQGHQFRXUDJHG0	$VWRWKH-ILQDQFLDOFULVLVZKHQ
OLTXLGLW\GULHGDQGXQFHUWDLQW\LQFUHDVHGZKLOHSDYLQJWKHZD\IRUEDUJDLQ0	$VRU
GLYHUVLI\LQJWKHLQKHUHQWULVNYLDFURVV-ERUGHU0	$V2XUUHVXOWVDUHUREXVWDVZH
DFFRXQWIRUWKH-ILQDQFLDOFULVLVDVDQH[RJHQRXVVKRFNWLPHHIIHFWVYDU\LQJ
HFRQRPLFFRQGLWLRQVDQGSRWHQWLDOHQGRJHQHLW\ELDVDVDFWLYHDQGODUJHVWRFNPDUNHWV
DUHOLNHO\WRDWWUDFWODUJHDQGRUIRUHLJQLQVWLWXWLRQDOLQYHVWRUV 
7KHUHVWRIWKHSDSHULVVWUXFWXUHGDVIROORZV6HFWLRQGLVFXVVHVWKHOLWHUDWXUHDQG
GHILQHVWKHK\SRWKHVHV6HFWLRQSUHVHQWVWKHGDWDDQGGHVFULSWLYHVWDWLVWLFV6HFWLRQ
GLVFXVVHVWKHHPSLULFDOUHVXOWV7KHFRQFOXVLRQVDUHLQ6HFWLRQ 
7KHRUHWLFDO%DFNJURXQGDQG+\SRWKHVHV'HYHORSPHQW 
2.1 Foreign institutional ownership  
,WLVDUJXHGWKDWGRPHVWLFLQYHVWRUVDUHEHWWHULQIRUPHGZKLFKDOORZVWKHPWRKDYHD
VLJQLILFDQWDGYDQWDJHLQVWRFNWUDGLQJRYHUIRUHLJQLQYHVWRUV.DQJDQG6WXO]
&KRHHWDO6LPLODUO\'YRUDNILQGVWKDWGRPHVWLFLQYHVWRUVKDYH
LQIRUPDWLRQDODGYDQWDJHVRYHUIRUHLJQLQYHVWRUV,QFRQWUDVW)URRWDQG5DPDGRUDL
ILQGDSRVLWLYHUHODWLRQVKLSRIFURVV-ERUGHUIORZVKRFNVWRSULFHDQGQHWDVVHW
YDOXH1$9UHWXUQVVXJJHVWLQJWKDWIRUHLJQLQYHVWRUVGLVSOD\LQIRUPDWLRQDODGYDQWDJHV
 
 
RYHUGRPHVWLFLQYHVWRUV7KLVLVLQOLQHZLWK6HDVKROHVZKRILQGVWKDWIRUHLJQ
LQYHVWRUVSHUIRUPVLJQLILFDQWO\EHWWHUFRPSDUHGWRGRPHVWLFLQYHVWRUVZKHQWUDGLQJLQ
VKDUHVRIODUJHILUPVLQHPHUJLQJPDUNHWV&KHQHWDOILQGWKDWZKHQIRUHLJQDQG
GRPHVWLFLQYHVWRUVKDYHDFFHVVWRWKHVDPHLQIRUPDWLRQLWLVWKHIRUHLJQLQYHVWRUV¶
VRSKLVWLFDWLRQDQGEHWWHULQIRUPDWLRQSURFHVVLQJDELOLW\WKDWDOORZVWKHPWRHDUQEHWWHU
UHWXUQV&URFLHWDODQG)HUQDQGHVHWDOILQGWKDWIRUHLJQLQVWLWXWLRQDO
LQYHVWRUVKDYHDVLJQLILFDQWLPSDFWRQ&(2FRPSHQVDWLRQVXJJHVWLQJWKDWIRUHLJQ
LQVWLWXWLRQDOLQYHVWRUVFDQDIIHFWILUPSROLF\DQGGHFLVLRQPDNLQJ 
&XOWXUDOGLVWDQFHDQGDV\PPHWULFLQIRUPDWLRQDUHVLJQLILFDQWGHWHUPLQDQWVRIFURVV-
ERUGHU0	$V7KHUHIRUHFURVV-ERUGHUWUDQVDFWLRQVUHTXLUHPRUHVNLOOHGDQGH[SHULHQFHG
DFTXLUHUV6ODQJHQ.DQJDQG.LP'LNRYDDQG5DR6DKLE)RUHLJQ
LQVWLWXWLRQDORZQHUVKLSHQMR\VORQJ-UXQVWUDWHJLFLQIRUPDWLRQDGYDQWDJHVcompared to 
local investors, as foreign institutional ownership is strongly and positively related to 
both contemporaneous and subsequent firm performance Grinblatt and Keloharju, 2000; 
Dvorak, 2005). Huang and Shiu (2009) find that firms in Taiwan with high foreign 
institutional ownership outperform those with low foreign institutional ownership. 
Meanwhile, IRUHLJQLQVWLWXWLRQDOLQYHVWRUVFDQKHOSLPSURYHILUPSHUIRUPDQFHDQG
GHGXFWFDSLWDOH[SHQGLWXUHV*LOODQDQG6WDUN)HUUHLUDDQG0DWRVUHGXFH
FXOWXUDOGLVWDQFHVWUDQVDFWLRQFRVWVDQGLQIRUPDWLRQDV\PPHWULHVDQGFRQWULEXWHWR
LQWHUQDWLRQDOLQYHVWPHQWV)HUUHLUDHWDO 
7KHRYHUZKHOPLQJPDMRULW\RIWDUJHWILUPVLQRXUVDPSOHDUHSULYDWHO\KHOGRI
 
 
WKHGRPHVWLFDQGRIWKHFURVV-ERUGHUWDUJHWILUPV+HQFHZHDUHXQDEOHWRDFTXLUH
DFFXUDWHGDWDRQWDUJHWILUPV¶RZQHUVKLSDQGWHVWGLUHFWO\ZKHWKHUWDUJHWILUPV¶
LQVWLWXWLRQDORZQHUVKLSLPSDFWV0	$V1HYHUWKHOHVVZHWHVWZKHWKHUWKHSUHVHQFHRI
IRUHLJQLQVWLWXWLRQDORZQHUVKLSRQELGGHUILUPVFDQKDYHDVLJQLILFDQWLPSDFWRQ0	$V
:HH[SHFWWRILQGDSRVLWLYHUHODWLRQVKLSEHWZHHQIRUHLJQLQVWLWXWLRQDORZQHUVKLSDQGWKH
OLNHOLKRRGRIFURVV-ERUGHU0	$V:HVWDWHRXUK\SRWKHVLVDVIROORZV 
+\SRWKHVLV$FTXLULQJILUPVZLWKJUHDWHUFRQFHQWUDWLRQRIIRUHLJQLQVWLWXWLRQDO
RZQHUVKLSKDYHDKLJKHUSUREDELOLW\WRHQJDJHLQFURVV-ERUGHU0	$V 
,QVWLWXWLRQDOLQYHVWRUVFDQEHFDWHJRUL]HGLQWRSUHVVXUH-VHQVLWLYHDQGSUHVVXUH-
LQVHQVLWLYHJURXSVEDVHGRQWKHLQIOXHQFHWKH\H[HUWRQWKHILUPVWKH\LQYHVWLQ%ULFNO\
HWDO$OPD]DQHWDO&RUQHWWHWDO&RUQHWWHWDODUJXHWKDW
SUHVVXUH-LQVHQVLWLYHLQYHVWRUVDUHEHWWHUVXLWHGWRPRQLWRUDQGGLVFLSOLQHPDQDJHUVDQG
WKH\KDYHDSRVLWLYHLPSDFWRQILUPV¶FDVK-IORZVDQGUHWXUQV$OPD]DQHWDOILQG
WKDWKLJKHUOHYHOVRISUHVVXUH-LQVHQVLWLYHLQVWLWXWLRQDORZQHUVKLSDUHSRVLWLYHO\UHODWHGWR
JUHDWHUFRQWURORQH[HFXWLYHFRPSHQVDWLRQ*LOODQDQG6WDUNVVXJJHVWWKDWIRUHLJQ
LQVWLWXWLRQDOLQYHVWRUVDUHSDUWRIWKHSUHVVXUH-LQVHQVLWLYHLQYHVWRUVDVWKH\KDYHOHVV
EXVLQHVVUHODWLRQVZLWKWKHILUPVWKH\LQYHVWLQ+HQFHIRUHLJQLQVWLWXWLRQDOLQYHVWRUVFDQ
SRWHQWLDOO\LQIOXHQFHFRUSRUDWHJRYHUQDQFHEXWLWLVXQFOHDUZKHWKHUWKH\FDQDFWDV
SUHVVXUH-LQVHQVLWLYHLQYHVWRUVZLWKDQDFWLYHPRQLWRULQJUROH)XUWKHUPRUHIRUHLJQ
LQYHVWRUVSURYLGHDOWHUQDWLYHILQDQFLQJUHVRXUFHVDQGDOVRVKDUHWKHULVNRIGRPHVWLF
VWRFNPDUNHWV%HNDHUWDQG+DUYH\*XSWDDQG<XDQ/LHWDO
 
 
)RUHLJQFDSLWDOFDQSURPRWHWKHHFRQRPLFJURZWKE\ORZHULQJWKHFRVWRIH[WHUQDOFDSLWDO
%HNDHUWDQG+DUYH\ZKLOHLPSURYLQJWKHTXDOLW\RILQIRUPDWLRQLQORFDOPDUNHWV
DQGWKXVVXEVWDQWLDOO\GHFUHDVLQJWUDQVDFWLRQFRVWVDQGULVNH[SRVXUH/LHWDO:H
DUJXHWKDWIRUHLJQLQVWLWXWLRQDOLQYHVWRUVDUHDFWLYHPRQLWRUVDVSDUWRISUHVVXUH-
LQVHQVLWLYHLQYHVWRUV2XUK\SRWKHVLVLVVWDWHGDVIROORZV 
+\SRWKHVLV)RUHLJQLQVWLWXWLRQDORZQHUVKLSRIDFTXLULQJILUPVKDVDSRVLWLYH
UHODWLRQVKLSZLWKWKHGHDOVL]HRI0	$V 
2.2 Block institutional ownership 
/DUJHLQVWLWXWLRQDOLQYHVWRUVFDQKDYHDJUHDWHUPRQLWRULQJLPSDFWFRPSDUHGWR
VPDOOLQYHVWRUVLQRUGHUWRSURWHFWWKHLUVL]DEOHVKDUHKROGLQJVDQGHQKDQFHWKHYDOXHRI
WKHLULQYHVWPHQW'HO*XHUFLRDQG+DZNLQV*LOODQDQG6WDUNV%UDYHWDO
+RZHYHUODUJHQRQ-LQVWLWXWLRQDOLQYHVWRUVFDQDSSO\HIIHFWLYHPRQLWRULQJVNLOOV
6KOHLIHUDQG9LVKQ\$JUDZDODQG*HUVKRQ+DUW]HOODQG6WDUNV
VLPLODUWRODUJHLQVWLWXWLRQDOLQYHVWRUVHYHQWKRXJKWKH\PD\EHIDFLQJWKHLURZQDJHQF\
SUREOHPV.DKODQG*RUWRQ*LOODQDQG6WDUNVDUJXHWKDWRQO\VKDUHKROGHUV
ZLWKODUJHSRVLWLRQVDUHOLNHO\WRHDUQDUHWXUQRQWKHLULQYHVWPHQWWKDWLVODUJHHQRXJKWR
MXVWLI\WKHPRQLWRULQJFRVWVLQYROYHG0HDQZKLOHODUJHVKDUHKROGHUVDUHPRUHZLOOLQJWR
IRFXVRQWKHORQJ-WHUPSHUIRUPDQFHRIWKHILUPVWKH\LQYHVWLQ7KHUHIRUHODUJH
VKDUHKROGHUVZLOOHQFRXUDJHPDQDJHUVWRIRFXVRQORQJ-WHUPSURILWDELOLW\'KDUZDGNDUHW
DO:HDUJXHWKDWLQVWLWXWLRQDOLQYHVWRUVZLWKODUJHUVKDUHKROGLQJVZLOOEHHIIHFWLYH
PRQLWRUVDQGKDYHDVLJQLILFDQWLPSDFWRQ0	$V7KHWHVWDEOHK\SRWKHVLVLVVWDWHGDV
 
 
IROORZV 
+\SRWKHVLV7KHRZQHUVKLSVWDNHRIWKHODUJHVWLQVWLWXWLRQDOVKDUHKROGHUKDVD
VLJQLILFDQWLPSDFWRQWKHGHDOVL]HRI0	$V 
)RUFURVV-ERUGHULQYHVWPHQWVWKHKRPHFRXQWU\¶VVWURQJOHJDOSURWHFWLRQPD\EH
GLIILFXOWWRWUDQVIHUWRWKHKRVWFRXQWU\7KHUHIRUHDKLJKOHYHORIRZQHUVKLS
FRQFHQWUDWLRQFDQHQKDQFHVKDUHKROGHUSURWHFWLRQ:HLW]HODQG%HUQV/VNDY\DQ
DQG6SDWDUHDQXILQGWKDWZKLOHZHDNVKDUHKROGHUSURWHFWLRQLQWKHKRVWFRXQWU\
UHGXFHVIRUHLJQGLUHFWLQYHVWPHQWVLWLVOHVVSURQRXQFHGIRUILUPVWKDWDUHPRUHFORVHO\
KHOGVXJJHVWLQJDVXEVWLWXWLRQHIIHFW 
%ORFNKROGHUVFDQVHUYHDVHIIHFWLYHPRQLWRUVRIPDQDJHULDOSHUIRUPDQFHRUIDFLOLWDWH
WDNHRYHUV6KOHLIHUDQG9LVKQ\0RUHFRQFHQWUDWHGLQVWLWXWLRQDORZQHUVKLS
LQGXFHVEHWWHUPRQLWRULQJZKLOHLQVWLWXWLRQDOLQYHVWRUVZLWKVPDOOHUVKDUHKROGLQJVPLJKW
KDYHIHZHULQFHQWLYHVWRHQJDJHLQFRVWO\PRQLWRULQJDFWLYLWLHV%XUQVHWDO
&O\GHILQGVWKDWILUPVZLWKDKLJKHUFRQFHQWUDWLRQRILQVWLWXWLRQDOLQYHVWRUVDUH
PRUHOLNHO\WRXVHWDNHRYHUV:HH[SHFWWRILQGWKDWDKLJKHUFRQFHQWUDWLRQRI
LQVWLWXWLRQDOLQYHVWRUVZLOOLQIOXHQFHDFTXLUHUV¶GHFLVLRQWRHQJDJHLQ0	$V+HQFHZH
VWDWHRXUWHVWDEOHK\SRWKHVLVDVIROORZV 
+\SRWKHVLV$FTXLULQJILUPVZLWKJUHDWHUFRQFHQWUDWLRQRIWRWDOLQVWLWXWLRQDO
RZQHUVKLSKDYHDKLJKHUSUREDELOLW\WRHQJDJHLQFURVV-ERUGHU0	$V 
2.3 Investment horizon of institutional shareholders   
'RQJDQG2]NDQDQG%XVKHHILQGWKDWLQVWLWXWLRQDOLQYHVWRUVZLWK
 
 
ORQJ-WHUPLQYHVWPHQWKRUL]RQDUHHIIHFWLYHPRQLWRUVZKHQWKH\DUHDFWLYHO\LQYROYHGLQ
WKHILUP¶VGHFLVLRQPDNLQJ%XVKHHDUJXHVWKDWWKHSUHVHQFHRIDODUJHSURSRUWLRQ
RILQVWLWXWLRQDOLQYHVWRUVZLWKKLJKSRUWIROLRWXUQRYHUDQGPRPHQWXPWUDGLQJ
VLJQLILFDQWO\HQFRXUDJHVPDQDJHUV¶P\RSLFLQYHVWPHQWEHKDYLRU 
7KHSRUWIROLRWXUQRYHURILQVWLWXWLRQDOLQYHVWRUVLQWKH8.LVVLJQLILFDQWO\ORZHU
FRPSDUHGWRWKH86%ODFNDQG&RIIHH$JXLOHUDHWDO7KLVUHODWLYH
VWDELOLW\DQGORQJHU-WHUPKRUL]RQPD\HQFRXUDJHPRUH8.LQVWLWXWLRQDOLQYHVWRUVWR
LQFUHDVHWKHLUPRQLWRULQJRIILUPVDQGLQIOXHQFHWKHLUGHFLVLRQPDNLQJLQRUGHUWR
HQKDQFHILUPSHUIRUPDQFHRUUHGXFHVWUDWHJLFULVNUDWKHUWKDQVLPSO\VHOOVKDUHVRI
FRPSDQLHVWKDWDUHXQGHUSHUIRUPLQJ&ODUNDQG+HEE$JXLOHUDHWDO:H
WHVWZKHWKHUWKHLQYHVWPHQWKRUL]RQRILQVWLWXWLRQDOLQYHVWRUVLQIOXHQFHV0	$V7KH
WHVWDEOHK\SRWKHVLVLVVWDWHGDVIROORZV 
+\SRWKHVLV7KHLQYHVWPHQWKRUL]RQRILQVWLWXWLRQDOLQYHVWRUVKDVDVLJQLILFDQW
LPSDFWRQWKHGHDOVL]HRI0	$V 
'DWDDQG'HVFULSWLYH6WDWLVWLFV 
:HLGHQWLI\DOOPHUJHUVDQGDFTXLVLWLRQVUHSRUWHGLQ%XUHDX9DQ'LMNIURP
WR:HVHOHFWRQO\GHDOVZKHUHWKHDFTXLUHUVDUH8.ILUPV7KHILQDOVDPSOHLV
VHOHFWHGE\FRPSO\LQJZLWKWKHIROORZLQJFRQGLWLRQV7KHELGGHUKDVERWKHTXLW\
RZQHUVKLSUHFRUGVDYDLODEOHIURP7KRPVRQ5HXWHUVDQGILQDQFLDOUHFRUGVDWWKH\HDU-HQG
SULRUWRWKHDQQRXQFHPHQWIURP:RUOGVFRSH7KHWUDQVDFWLRQLVFRPSOHWHGDWWKHHQG
 
 
RIWKHVDPSOHSHULRG$OOILQDQFLDOELGGHUDQGWDUJHWILUPVDUHH[FOXGHGIURPWKH
VDPSOH-GLJ6,&-DVLQ(O\DVLDQLDQG-LD:HH[FOXGHGHDOVZLWKD
YDOXHOHVVWKDQPLOOLRQ7DUJHWVDUHERWK8.DQGQRQ-8.ILUPVLQFOXGLQJOLVWHG
SULYDWHDQGVXEVLGLDU\ILUPV7KHVHFULWHULD\LHOGDILQDOVDPSOHRIFRPSOHWHG
0	$GHDOVXQGHUWDNHQE\8.SXEOLFOLVWHGFRPSDQLHVFRPSULVLQJGRPHVWLF
WDUJHWVDQGIRUHLJQWDUJHWV 
)LUP-OHYHOLQVWLWXWLRQDORZQHUVKLSFKDUDFWHULVWLFVDUHREWDLQHGIURP7KRPVRQ
5HXWHUV1ZKLFKFRPSLOHVLQIRUPDWLRQFRQWDLQHGTXDUWHUO\LQWKH)KLVWRULFDOKROGHUV
:HFDOFXODWHWKHSURSRUWLRQRIIRUHLJQLQVWLWXWLRQDORZQHUVKLSGRPHVWLFLQVWLWXWLRQDO
RZQHUVKLSDVZHOODVWRWDOLQVWLWXWLRQDORZQHUVKLSLQHDFKILUPDWWKH\HDU-HQGSULRUWRWKH
GHDODQQRXQFHPHQWDVLQAggarwalHWDODQG&RUQHWWHWDO0HDQZKLOH
ZHH[DPLQHSRVVLEOHHIIHFWVRIFRQFHQWUDWHGLQVWLWXWLRQDORZQHUVKLS)RUPHDVXULQJ
LQVWLWXWLRQDORZQHUVKLSFRQFHQWUDWLRQZHIROORZ+DUW]HOODQG6WDUNVDQGBhojraj 
and Sengupta (2003)DQGHPSOR\WZRDOWHUQDWLYHYDULDEOHVWKHSHUFHQWDJHVKDUHKROGLQJV
RIWKHODUJHVWLQVWLWXWLRQDORZQHUVKLSSURSRUWLRQDQGWKHFXPXODWLYHILYHODUJHVW
VKDUHKROGLQJVKHOGE\LQVWLWXWLRQDOLQYHVWRUV. Finally, for the investment horizon of 
institutional owners we apply the three investment categories, namely low-turnover, 
moderate-turnover and high-turnover institutional ownership as defined in Thomson 
                                                 
17KRPVRQ5HXWHUVKDVDPLQLPXPRIWKUHVKROGIRU8.ILUPV¶RZQHUVKLSUHFRUG 
 
 
Reuters.2  All the variable descriptions are provided in Table 1.  
>,QVHUW7DEOHDERXWKHUH@ 
7DEOHSUHVHQWVWKHDQQXDOGLVWULEXWLRQRIDOO0	$GHDOVDQQRXQFHGDQGFRPSOHWHG
E\8.OLVWHGELGGHUILUPVIURPWRLQFOXGLQJERWKGRPHVWLFDQGFURVV-ERUGHU
GHDOV7KHWRWDOYDOXHRIFURVV-ERUGHU0	$VDSSUR[LPDWHO\ELOOLRQLVDVLJQLILFDQW
SURSRUWLRQRIWKHWRWDOYDOXHRI0	$GHDOVDSSUR[XQGHUWDNHQE\8.ELGGHUV
EHWZHHQDQG7KLVVKRZVWKDWFURVV-ERUGHU0	$VDUHPRVWO\ODUJHGHDOV
ZKLOHGRPHVWLFGHDOVDUHPRUHIUHTXHQWEXWVPDOOHULQVL]H 
>,QVHUW7DEOHDERXWKHUH@ 
7DEOHUHSRUWVWKHGHVFULSWLYHVWDWLVWLFVIRUDOOELQDU\YDULDEOHVDQGLQGXVWU\
FODVVLILFDWLRQVLQFOXGHGLQRXUWHVWV7KHILJXUHVVKRZWKDWILUPVHQJDJLQJLQFURVV-ERUGHU
0	$VWDUJHWPRUHOLVWHGILUPVLQZKLFKWKH\KDYHODUJHUH[LVWLQJVKDUHKROGLQJVDV
RSSRVHGWRGRPHVWLFGHDOV7KLVVHUYHVDVDQHDUO\LQGLFDWLRQWKDWDFTXLUHUVWDUJHWFURVV-
ERUGHUILUPVZLWKFRPSDUDWLYHO\ORZHULQIRUPDWLRQDV\PPHWULHVVLQFHOLVWHGIRUHLJQ
ILUPVLQZKLFKWKHDFTXLUHUVDOUHDG\RZQDVWDNHDUHERXQGWRKDYHORZHULQIRUPDWLRQ
                                                 
27KHWKUHHPDLQFDWHJRULHVRILQVWLWXWLRQDOVKDUHKROGHUV¶LQYHVWPHQWKRUL]RQSURYLGHGLQ7KRPVRQ
5HXWHUVDUHGHILQHGDVIROORZV/RZ-WXUQRYHU$QQXDOSRUWIROLRWXUQRYHUUDWHLVOHVVWKDQRUHTXDOWR
WKHUHIRUHWKHDYHUDJHKROGLQJSHULRGH[FHHGV\HDUVDQGLVLQGLFDWLYHRIDJHQHUDOSUHIHUHQFHIRUORQJHU
WHUPLQYHVWLQJ0RGHUDWH-WXUQRYHU$QQXDOSRUWIROLRWXUQRYHUUDWHLVJUHDWHUWKDQDQGOHVVWKDQRU
HTXDOWRWKHUHIRUHWKHDYHUDJHKROGLQJSHULRGLVEHWZHHQ\HDUDQG\HDUVDQGLVLQGLFDWLYHRID
PHGLXPWHUPLQYHVWPHQWKRUL]RQ+LJK-WXUQRYHU$QQXDOSRUWIROLRWXUQRYHUUDWHLVJUHDWHUWKDQ
WKHUHIRUHWKHDYHUDJHKROGLQJSHULRGLVOHVVWKDQ\HDUDQGLVLQGLFDWLYHRIHLWKHUDVKRUWHUWHUP
LQYHVWPHQWKRUL]RQRUPRUHIUHTXHQWWUDGLQJDURXQGDFRUHSRVLWLRQ 
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DV\PPHWULHV7KLVLVFRQVLVWHQWZLWK&KRDQG3DGPDQDEKDQ6ODQJHQDQG
.DQJDQG.LP0RUHRYHUWKHUHVXOWVVKRZWKDWWKHPLQLQJDQGVHUYLFHVLQGXVWULHV
DUHPRUHSURPLQHQWLQFURVV-ERUGHU0	$VDQGDUHWKHGRPLQDQWLQGXVWULHVIRU0	$V
RYHUDOO 
>,QVHUW7DEOHDERXWKHUH@ 
7KHGHVFULSWLYHVWDWLVWLFVSUHVHQWHGLQ7DEOHVKRZWKDWWKHWRWDOLQVWLWXWLRQDO
RZQHUVKLSRIDFTXLUHUILUPVLVRQDYHUDJH7KLVLVFRQVLVWHQWZLWK)UDQNVDQG
0D\HUDQGGoergen and Renneboog (1998)ZKRVKRZWKDWLQVWLWXWLRQDOLQYHVWRUV
DUHWKHGRPLQDQWVKDUHKROGLQJJURXSLQWKH8.7KHDYHUDJHIRUHLJQLQVWLWXWLRQDO
RZQHUVKLSLVVLPLODUWRWKHIRUHLJQLQVWLWXWLRQDORZQHUVKLSUHSRUWHGLQ
)HUUHLUDHWDO'RPHVWLFLQVWLWXWLRQDOLQYHVWRUVFRQWURORQDYHUDJH7KH
DYHUDJHVKDUHKROGLQJRIWKHILYHODUJHVWLQVWLWXWLRQDOLQYHVWRUVLVZKLOHWKH
ODUJHVWLQVWLWXWLRQDOLQYHVWRUKROGVRQDYHUDJH0RUHRYHUWKHILJXUHVVKRZWKDW
LQVWLWXWLRQDOLQYHVWRUVKDYHDSUHGRPLQDQWO\ORZ-WXUQRYHUUDWLRVXJJHVWLQJWKH\
KDYHDORQJHU-WHUPLQYHVWPHQWKRUL]RQ7KLVLVLQOLQHZLWK%ODFNDQG&RIIHHDQG
$JXLOHUDHWDOZKRILQGWKDW8.LQVWLWXWLRQDOLQYHVWRUVKDYHDVLJQLILFDQWO\ORZ
VKDUHWXUQRYHUUDWLRZKLOHLQGLFDWLQJWKH\PD\SOD\DQDFWLYHUROHLQILUPV¶GHFLVLRQ
PDNLQJSURFHVV 
>,QVHUW7DEOHDERXWKHUH@ 
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(PSLULFDO(YLGHQFH 
4.1 Univariate analysis  
:HDQDO\]HWKHGLIIHUHQFHVLQWKHLQVWLWXWLRQDORZQHUVKLSDQGILUP-OHYHO
FKDUDFWHULVWLFVEHWZHHQGRPHVWLFDQGFURVV-ERUGHU0	$V7KHUHVXOWVUHSRUWHGLQ7DEOH
VKRZWKDWLQVWLWXWLRQDOVKDUHKROGHUVKROGVWDWLVWLFDOO\ODUJHUVWDNHVLQILUPVFRQGXFWLQJ
FURVV-ERUGHU0	$VFRPSDUHGWRGRPHVWLFGHDOV0RUHRYHUIRUHLJQ
LQVWLWXWLRQDOLQYHVWRUVKROGODUJHUVWDNHVRIDFTXLUHUVWDUJHWLQJIRUHLJQILUPV
FRPSDUHGWRWDUJHWLQJGRPHVWLFILUPV7KLVVXJJHVWVWKDWWKHSUHVHQFHRIIRUHLJQ
LQVWLWXWLRQDOLQYHVWRUVPD\SOD\DQDFWLYHUROHLQHQFRXUDJLQJFURVV-ERUGHU0	$V7KH
UHVXOWVDOVRVKRZWKDWFRPSDUHGWRGRPHVWLFGHDOVFURVV-ERUGHU0	$VDUHFRQGXFWHGE\
DFTXLULQJILUPVLQZKLFKLQVWLWXWLRQDOLQYHVWRUVZLWKORZVKDUHWXUQRYHURZQODUJHU
VWDNHV,QDGGLWLRQ8.DFTXLUHUVHQJDJLQJLQFURVV-ERUGHU0	$VKDYHDKLJKHU
FRQFHQWUDWLRQRIWRWDOLQVWLWXWLRQDORZQHUVKLS7KLVLQGLFDWHVWKDWLQVWLWXWLRQDORZQHUVKLS
FRQFHQWUDWLRQPD\FRPSOHPHQWVKDUHKROGHUSURWHFWLRQKHQFHHQFRXUDJLQJILUPVWR
HQJDJHLQFURVV-ERUGHULQYHVWPHQWV%XUNDUWDQG3DQXQ]L:HLW]HODQG%HUQV
/VNDY\DQDQG6SDWDUHDQX 
7KHUHVXOWVRQILUP-VSHFLILFFKDUDFWHULVWLFVVKRZWKDWDFTXLUHUVXQGHUWDNLQJFURVV-
ERUGHU0	$VDUHODUJHUZLWKKLJKHUOHYHUDJHDQGVKDUHWXUQRYHUUDWHDQGGHOLYHUEHWWHU
VKDUHKROGHUUHWXUQV7KLVVXJJHVWVWKDWFURVV-ERUGHU0	$VLQYROYHDFTXLUHUVWKDWDUH
PRUHDEOHWRDOOHYLDWHSRWHQWLDOKXUGOHVDQGDFTXLUHODUJHWDUJHWILUPV)LQDOO\WKHUHVXOWV
VKRZWKDWIRUHLJQWDUJHWILUPVDUHVLJQLILFDQWO\ODUJHUWKDQWKHDYHUDJHPDUNHW
 
 
FDSLWDOL]DWLRQRIWKHLULQGXVWU\DVWKHDYHUDJHWDUJHWLVPRUHWKDQWLPHVODUJHUWKDQ
WKHDYHUDJHLQGXVWU\VL]H7KLVLQGLFDWHVWKDWIRUHLJQWDUJHWVDUHWKHGRPLQDQWSOD\HUVLQ
HDFKLQGXVWU\LQWHUPVRIVL]HVXJJHVWLQJWKDWELGGHUVDFTXLUHQRWMXVWDQ\ILUPEXWWKH
ODUJHVWSDUWLFLSDQWVLQWKHLQGXVWU\KHQFHDLPLQJWRFDSWXUHDODUJHUPDUNHWVKDUHLQWKH
IRUHLJQPDUNHW 
>,QVHUW7DEOHDERXWKHUH@ 
6XEVHTXHQWO\ZHSDUWLWLRQRXUVDPSOHLQWRWZRJURXSVEDVHGRQZKHWKHUDFTXLUHUV
DVVXPHSDUWLDORUIXOOFRQWURORIWDUJHWILUPV7KHUHVXOWVSUHVHQWHGLQ7DEOHVKRZWKDW
ILUPVLQZKLFKWKHILYHODUJHVWLQVWLWXWLRQDOLQYHVWRUVRZQODUJHUVWDNHVDQG
WRWDOLQVWLWXWLRQDORZQHUVKLSLVKLJKHUWDNHIXOOFRQWURORIWKHLUWDUJHWILUPV
0RUHRYHUZHILQGWKDWWKHGRPHVWLFLQVWLWXWLRQDORZQHUVKLSORZ-WXUQRYHULQVWLWXWLRQDO
RZQHUVKLSDQGWKHRZQHUVKLSRIWKHODUJHVWLQVWLWXWLRQDOLQYHVWRUDUHKLJKHUIRUILUPV
DFTXLULQJWKHIXOOFRQWURORIWDUJHWILUPVFRPSDUHGWRSDUWLDOFRQWURO,QDGGLWLRQ
DFTXLUHUVWKDWDVVXPHIXOOFRQWURORIWKHWDUJHWILUPVKDYHKLJKHUOLTXLGLW\FDSWXUHGE\
FDVKDQGHTXLYDOHQWVDQGSURILWDELOLW\SUR[LHGE\52$0RUHRYHUILUPVREWDLQLQJIXOO
FRQWUROKDYHIRUHLJQLQYHVWRUVKROGLQJVPDOOHUVWDNHVFRPSDUHGWRILUPV
DFTXLULQJSDUWLDOFRQWUROFRQWUDU\WR)HUUHLUDHWDO)LQDOO\ILUPV
DFTXLULQJSDUWLDOFRQWUROWHQGWREHODUJHUDQGKDYHKLJKHUVKDUHWXUQRYHUUDWHV 
>,QVHUW7DEOHDERXWKHUH@ 
:HDOVRVSOLWRXUVDPSOHRIILUPVEHWZHHQVPDOODQGODUJHGHDOVEDVHGRQWKHmedian 
M&A deal value of the overall sample. The results reported in Table 7 show that 
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acquirers with greater institutional ownership, domestic or foreign, conduct larger deals. 
Overall, institutional investors own 55.46% of acquirers conducting large M&As 
compared to 43.10% of acquirers conducting smaller M&As. Moreover, institutional 
investors with long investment horizon (low-turnover) own larger stakes in acquirers 
engaging in large M&As. Finally, the results show that larger M&As involve larger 
target firms either in terms of absolute size or industry-relative size.  
>,QVHUW7DEOHDERXWKHUH@ 
4.2 Determinants of cross-border M&As 
In this section we perform a series of probit regressions in order to examine the role 
of institutional ownership characteristics on M&As. The dependent variable takes the 
value of one for cross-border M&As and zero otherwise. Since a number of bidder firms 
undertake multiple M&As during our sample period, we run the regressions with cluster-
adjusted robust standard errors (Petersen, 2009), therefore enabling us to provide robust 
results and interpretations (Cameron et al., 2008).  
$QDFWLYHDQGODUJHVWRFNPDUNHWPD\LQKHUHQWO\DWWUDFWODUJHDQGRUIRUHLJQ
LQVWLWXWLRQDOLQYHVWRUVUHVXOWLQJWRDSRWHQWLDOHQGRJHQHLW\ELDVLQRXUHVWLPDWLRQV
7KHUHIRUHZHWHVWIRUSRWHQWLDOHQGRJHQHLW\ELDV3EHWZHHQWKHFRXQWU\RIWKHWDUJHWILUP
DQGWKHW\SHRILQVWLWXWLRQDOLQYHVWRULQHDFKPRGHOIRUHYHU\HVWLPDWLRQPHWKRG$VZH
                                                 
37KHLQGLYLGXDOHQGRJHQHLW\WHVWUHVXOWVDUHQRWUHSRUWHGIRUEUHYLW\ 
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ILQGWKDWHQGRJHQHLW\LVSUHVHQWZHDOVRUHSRUWWKHVHFRQG-VWHSHVWLPDWLRQRXWSXWVZLWK
WKHLQFOXVLRQRIWKHWUHDWHGLQVWUXPHQWDOYDULDEOH:HXVHWKHW\SHRILQVWLWXWLRQDOLQYHVWRU
DVLQVWUXPHQWDOYDULDEOH7KHQIROORZLQJ%ULVDQG&DEROLVZHUHJUHVVWKHW\SHRI
LQVWLWXWLRQDOLQYHVWRULQHDFKUHOHYDQWHTXDWLRQLHODUJHVWLQVWLWXWLRQDORZQHUVKLSWRS
LQVWLWXWLRQDORZQHUVKLSIRUHLJQLQVWLWXWLRQDORZQHUVKLSDJDLQVWWKHVL[PDLQFDWHJRULHV
RIWKH,QWHUQDWLRQDO&RXQWU\5LVN*XLGH,&5*QDPHO\³YRLFHDQGDFFRXQWDELOLW\´
³SROLWLFDOVWDELOLW\´³JRYHUQPHQWHIIHFWLYHQHVV´³UHJXODWRU\TXDOLW\´³UXOHRIODZ´DQG
³FRQWURORIFRUUXSWLRQ´/D3RUWDHWDODUJXHWKDWWKHSUHVHQFHRIFRUUXSWLRQDQG
WKHJHQHUDOFRXQWU\-VSHFLILFIDFWRUVWKDWGLVWRUWWKHHFRQRPLFDQGILQDQFLDOHQYLURQPHQW
FDQDIIHFWIRUHLJQLQYHVWPHQWDVDQH[WHQVLRQZHDUJXHWKDWWKHVHIDFWRUVFDQDOVRDIIHFW
LQVWLWXWLRQDOLQYHVWRUV0RUHRYHU%ULVDQG&DEROLVDUJXHWKDWDFURVV-ERUGHU
PHUJHUDIIHFWVWKHOHYHORIFRUUXSWLRQWKDWLQYROYHVERWKWKHELGGHUDQGWKHWDUJHWDQG
WKDWIRUHLJQLQYHVWRUVDUHDIIHFWHGE\WKHFRUUXSWLRQOHYHOLQWKHKRVWFRXQWU\ 
)RUFDSWXULQJKRZDFWLYHDQGFRPSHWLWLYHDPDUNHWLVVLPLODUWR%ULVDQG&DEROLV
ZHXVHWKHWRWDOQXPEHURI0	$VWKDWRFFXULQDJLYHQWDUJHWFRXQWU\HDFK\HDU
+HQFHIRURXULQVWUXPHQWDOYDULDEOHZHXVHWKHDIRUHPHQWLRQHGVHYHQSUR[LHVLQRUGHUWR
FRQWUROIRUWKHSRWHQWLDOHQGRJHQHLW\EHWZHHQWKHW\SHRILQVWLWXWLRQDOLQYHVWRUDQGWKH
UHVSHFWLYHFRXQWU\DQGPDUNHWFKDUDFWHULVWLFV 
The results reported in Table 8 show that foreign institutional ownership increases 
the likelihood of cross-border M&As. This is consistent with hypothesis H1 that when 
foreign institutional investors hold greater stakes in the acquirer firm, the probability of a 
 
 
cross-border M&A increases. Our findings are also in line with Ferreira et al. (2010) who 
argue that foreign institutional investors act as facilitators in the international market for 
reducing transaction costs and asymmetric information. The results show that after 
correcting for endogeneity, the ownership held by the five largest institutional investors 
has a positive and significant influence on the likelihood of a cross-border M&A, 
consistent with hypothesis H4. As the UK is considered to be a country with sufficient 
shareholder legal protection, institutional ownership concentration can help to 
complement the weaker legal protection of the host country /VNDY\DQDQG6SDWDUHDQX
:HILQGWKDWWKHOHYHORIWRWDOLQVWLWXWLRQDORZQHUVKLSKDVDSRVLWLYHLPSDFWRQWKH
OLNHOLKRRGRIDFURVV-ERUGHU0	$+RZHYHUZHILQGQRHYLGHQFHWKDWWKHRZQHUVKLSRI
WKHODUJHVWVKDUHKROGHUFDQLQIOXHQFHWKHGHFLVLRQRQZKHWKHUWRDFTXLUHDGRPHVWLFRUD
IRUHLJQWDUJHWILUP 
,QVXPPDU\LQVWLWXWLRQDORZQHUVKLSKDVDSRVLWLYHLQIOXHQFHRQWKHOLNHOLKRRGRID
FURVV-ERUGHU0	$7KLVVKRZVWKDWLQVWLWXWLRQDOLQYHVWRUVDUHSURQHWRFURVV-ERUGHU
0	$VDQGKDYHHIIHFWLYHPRQLWRULQJVNLOOVZKLOHSOD\LQJDQDFWLYHUROHLQILUPV¶
GHFLVLRQ-PDNLQJDQGFRUSRUDWHVWUDWHJLHV:KHQLQYHVWLJDWLQJWKHLPSDFWRILQVWLWXWLRQDO
LQYHVWRUV¶LQYHVWPHQW-KRUL]RQZHILQGWKDWDFURVVDOOWKUHHVW\OHVRILQYHVWPHQWWXUQRYHU
WKHUHLVDQHJDWLYHDQGVLJQLILFDQWLPSDFWRQWKHOLNHOLKRRGRIDFURVV-ERUGHU0	$7KLV
VXJJHVWVWKDWDIWHUFRQWUROOLQJIRUWKHW\SHRILQVWLWXWLRQDOLQYHVWRUHJIRUHLJQRUWRS-
LQVWLWXWLRQDORZQHUVKLSLQVWLWXWLRQDOLQYHVWRUVLQIOXHQFHILUPV¶GHFLVLRQPDNLQJ2XU
ILQGLQJVDUHDOVRFRQVLVWHQWZLWK%DQJHDQG'H%RQGWDQG'RQJDQG2]NDQ
 
 
 
Moreover, we do not find evidence that UK firms are more likely to bid for listed 
target firms. The results show that UK acquirers are more likely to acquire firms that 
operate in the same industry. This supports the argument that asymmetric information is 
an important factor when considering cross-border investments6ODQJHQ.DQJ
DQG.LP7KHUHVXOWVRQWKHSD\PHQWPHWKRGVKRZWKDWDFURVV-ERUGHU0	$LV
PRUHOLNHO\WRRFFXUZKHQLWLVDVKDUHSD\PHQWDVRSSRVHGWRDFDVKSD\PHQW
VXJJHVWLQJWKDWELGGHUILUPVZDQWWRPLQLPL]HWKHLQKHUHQWULVNVRIFURVV-ERUGHU0	$E\
XWLOL]LQJWKHLUVKDUHYDOXDWLRQVDVRSSRVHGWRKDUGFDVK)LQDOO\WKHUHVXOWVVKRZWKDW
FURVV-ERUGHU0	$VDUHPRUHOLNHO\WRLQYROYHODUJHUWDUJHWILUPVLQDEVROXWHWHUPVRU
UHODWLYHWRWKHVL]HRIWKHLUUHVSHFWLYHLQGXVWU\7KHUHVXOWVDUHFRQVLVWHQWZLWKWKH
ILQGLQJVIURPWKHXQLYDULDWHDQDO\VLVQDPHO\WKDWLQFURVV-ERUGHU0	$VDFTXLUHUVDUH
W\SLFDOO\ODUJHUZLHOGLQJJUHDWHUILQDQFLDOPXVFOHDQGWKDWFURVV-ERUGHUWDUJHWILUPVDUH
VLJQLILFDQWO\ODUJHUFRPSDUHGWRGRPHVWLFWDUJHWV7KHVHILQGLQJVVXJJHVWWKDWZKHQ
DFTXLUHUVGHFLGHWRFRQGXFWDFURVV-ERUGHU0	$WKH\WHQGWRWDUJHWWKHODUJHUILUPVLQ
WKHLUUHVSHFWLYHLQGXVWU\VRDVWRREWDLQDVWURQJIRRWKROGLQWKHIRUHLJQPDUNHWKHQFH
LQFUHDVLQJWKHOLNHOLKRRGRIDQDGYDQWDJHRXVSRVLWLRQZLWKEHWWHUUHWXUQVRQWKHLU
LQYHVWPHQW 
[Insert Table 8 about here] 
4.3 Determinants of partial vs. full control of target firms  
:HUXQDVHULHVRISURELWUHJUHVVLRQVIRUWHVWLQJWKHIDFWRUVWKDWLQIOXHQFHWKH
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GHFLVLRQWRWDNHIXOO4RUSDUWLDOFRQWURORIDWDUJHWILUP7KHdependent variable is a binary 
variable equal to one if the acquirer assumes full control of the target firm and zero 
otherwise. We also control for potential endogeneity bias due to the type of institutional 
investor as discussed earlier, and we employ the same instrumental variables. The results 
are reported in Table 9.  
We find that when the target firm is a foreign firm, it is publicly traded, and operates 
in a different industry, it is less likely for the bidder firm to acquire full control following 
the M&A. Surprisingly we find that when acquirers already hold an initial stake of the 
target firm they will not opt for full control. A reason for this could be due to the fact that 
an initial stake can lead to overbidding for the target firm, leading to a loss for the 
acquirer (Burkart, 1995). In addition, the results show that during the 2007-08 financial 
crisis firms remained cautious and were averse in assuming full control. This is due to 
the uncertainty that prevailed during that period in terms of liquidity, prospective return 
on investments, and more importantly due to the negative shock on the supply of external 
financing for non-financial firms. As a consequence, corporate investment overall 
experienced a sharp decline following the financial crisis, especially for firms with less 
cash reserves and large short-term debt 'XFKLQHWDO:HDOVRILQGWKDWERWKFDVK
SD\PHQWDQGVKDUHSD\PHQWKDYHDQHJDWLYHLPSDFW7KLVVXJJHVWVWKDWILUPVDFTXLUHIXOO
                                                 
4)XOO FRQWURO LV GHILQHG DV DQ 0	$ ELG WKDW LV IRU  RI WKH WDUJHW ILUP¶V VKDUHV SHUFHQWDJH
VRXJKWDIWHUWKH0	$WUDQVDFWLRQDVLQ)HUUHLUDHWDO 
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FRQWURORIWKHWDUJHWILUPVE\XVLQJDFRPELQDWLRQRIFDVKDQGVKDUHUDWKHUWKDQRQO\-FDVK
RURQO\-VKDUHSD\PHQWV 
[Insert Table 9 about here] 
Acquiring firms, in which the largest institutional investor or the five largest 
institutional investors hold larger stakes, are less likely to assume full control of the 
target firms. An explanation for this could be that the largest institutional investors are 
averse to a potential dilution of their ownership and control in the new merged entity. 
Moreover, we find that the greater the stake held by foreign institutional investors the 
more likely it is for a bidder to acquire full control. We also find that the overall holdings 
of LQVWLWXWLRQDOLQYHVWRUVUHJDUGOHVVRIWKHLULQYHVWPHQWKRUL]RQDUHOLNHO\WRLQIOXHQFHD
ILUP¶VGHFLVLRQWRRSWIRUIXOOFRQWURORIWKHWDUJHWILUP)LQDOO\ZHILQGWKDWPRUH
DFTXLUHUVWKDWKDYH0	$H[SHULHQFHDUHPRUHOLNHO\WRDFTXLUHIXOOFRQWUROZKHUHDVWKH
ODUJHUWKHWDUJHWILUPUHODWLYHWRWKHLQGXVWU\WKHOHVVOLNHO\LWLVWREHIXOO\DFTXLUHG 
4.4 Deal size determinants   
7RLGHQWLI\ZKHWKHUWKHLQVWLWXWLRQDORZQHUVKLSDWWKHILUPOHYHOKDVDQLPSDFWRQWKH
GHDOVL]HRI0	$VZHUXQDVHULHVRI7RELWUHJUHVVLRQVDVZHLPSRVHDORZHUERXQGRI
PRQWKHVDPSOHVHOHFWLRQSURFHVV7KHUHVXOWVDUHUHSRUWHGLQ7DEOH5DQGVKRZ
WKDWLQFURVV-ERUGHU0	$VZKHUHWKHWDUJHWLVDSULYDWHO\KHOGILUPRSHUDWLQJLQWKH
                                                 
5:HGRQRWILQGHYLGHQFHRIWKHLQYHVWRUW\SHEHLQJHQGRJHQRXVWRWKHVL]HRIWKH0	$GHDO 
 
 
VDPHLQGXVWU\DVWKHDFTXLUHUWKHVL]HRIWKH0	$GHDOLVODUJHU0RUHRYHUWKHLQLWLDO
VWDNHKHOGE\DELGGHUILUPKDVDQHJDWLYHUHODWLRQVKLSZLWKWKH0	$GHDOVL]H$V
H[SHFWHGWKHGHDOVL]HLVQHJDWLYHO\UHODWHGWRWKHILQDQFLDOFULVLV7KLVLVGXHWRWZRPDLQ
IDFWRUV)LUVWO\GXULQJWKHILQDQFLDOFULVLVWKHVWRFNYDOXDWLRQVRIERWKELGGHUVDQGWDUJHWV
GURSSHGVLJQLILFDQWO\UHVXOWLQJWRVPDOOHU0	$V6HFRQGO\H[WHUQDOILQDQFLQJIRUQRQ-
ILQDQFLDOILUPVGHFUHDVHGVLJQLILFDQWO\'XFKLQHWDOZKLOHWKHLQDELOLW\WRVHFXUH
H[WHUQDOILQDQFLQJOHGDQXPEHURIILUPVWRE\SDVVDWWUDFWLYHLQYHVWPHQWRSSRUWXQLWLHV
GXULQJWKHFULVLV&DPSHOORHWDO:HDOVRILQGWKDWRQO\-FDVKRURQO\-VKDUH
SD\PHQWVDUHDVVRFLDWHGZLWKODUJHU0	$V 
5HJDUGLQJWKHLPSDFWRILQVWLWXWLRQDORZQHUVKLSZHILQGWKDWWKHSUHVHQFHRIIRUHLJQ
LQVWLWXWLRQDOLQYHVWRUVLQWKHELGGLQJILUPLVSRVLWLYHO\UHODWHGWKHVL]HRIWKH0	$
VXSSRUWLQJRXUK\SRWKHVLV+0RUHRYHUWKHWRWDOLQVWLWXWLRQDORZQHUVKLSKDVDSRVLWLYH
DQGVLJQLILFDQWLPSDFWRQGHDOVL]HFRQVLVWHQWZLWK3HQJHWDO7KLVHYLGHQFH
VXSSRUWVWKHDUJXPHQWWKDWLQVWLWXWLRQDORZQHUVKLSFDQKHOSUHGXFHH[WHUQDOERUURZLQJ
FRVWVDQGWKHUHIRUHFDQKHOSILUPVWRJHWHDVLHUDFFHVVWRH[WHUQDOILQDQFLQJDQGVXSSRUW
ODUJHWUDQVDFWLRQV)DFFLRDQG0DVXOLV5REHUWDQG<XDQ$QDOWHUQDWLYH
H[SODQDWLRQLVWKDWLQVWLWXWLRQDOLQYHVWRUVSUHIHUWRLQYHVWLQODUJHUILUPVZLWKORZHU
LQIRUPDWLRQDV\PPHWULHVDQGKDYHDPRUHVWDEOHSHUIRUPDQFHZKLOHEHLQJDEOHWR
HQJDJHLQODUJH0	$V+HVVHODQG1RUPDQ 
7KHKROGLQJVRIWKHODUJHVWLQVWLWXWLRQDOLQYHVWRUDQGRIWKHILYHODUJHVWLQVWLWXWLRQDO
VKDUHKROGHUVKDYHDQHJDWLYHLPSDFWRQWKHGHDOVL]H7KLVLVFRQWUDU\WRRXUH[SHFWDWLRQV
 
 
+DQGVXJJHVWVWKDWODUJHLQVWLWXWLRQDOLQYHVWRUVDUHDYHUVHWRODUJH0	$V+RZHYHU
DIWHUIXUWKHUDQDO\VLVRILQVWLWXWLRQDOLQYHVWRUV¶LQYHVWPHQWKRUL]RQZHILQGWKDWORZ-DQG
PRGHUDWH-WXUQRYHU LQVWLWXWLRQDO LQYHVWRUV KDYH D VLJQLILFDQW DQG SRVLWLYH LPSDFW RQ WKH
GHDO VL]H RI 0	$V VXSSRUWLQJ RXU K\SRWKHVLV + 7KLV LQGLFDWHV WKDW LQVWLWXWLRQDO
LQYHVWRUVZLWKPHGLXPWR ORQJHU LQYHVWPHQWKRUL]RQVDUHZLOOLQJ WRSDUWLFLSDWH LQ ODUJH
0	$VVXSSRUWLQJWKHPRQLWRULQJUROHRI ORQJ-WHUPLQVWLWXWLRQDO LQYHVWRUV&KHQHWDO
(O\DVLDQLHWDO 
:KHQ FRQWUROOLQJ IRU SDVW 0	$ H[SHULHQFH WKH UHVXOWV VKRZ WKDW ILUPV WKDW KDYH
0	$ H[SHULHQFH DQG WKHUHIRUH KDYLQJ H[SHUWLVH RQ KRZ WR HIILFLHQWO\ DFTXLUH DQG
LQWHJUDWHDQHZILUPLQWKHLUEXVLQHVVPRGHODUHPRUHOLNHO\WRXQGHUWDNHODUJH0	$V
)LQDOO\DVH[SHFWHGWKHUHVXOWVVKRZWKDWODUJHUWDUJHWILUPVDUHLQYROYHGLQODUJH0	$
GHDOV 
>,QVHUW7DEOHDERXWKHUH@ 
4.5 Investor returns surrounding M&A announcements.  
,QWKLVVHFWLRQZHDVVHVVWKHVKDUHKROGHUUHWXUQVVXUURXQGLQJ0	$GHDO
DQQRXQFHPHQWV'XHWRRXUVDPSOHFRQVWUXFWLRQDQGWKHIDFWWKDWWKHRYHUZKHOPLQJ
PDMRULW\RIWDUJHWILUPVDUHQRWOLVWHGZHWXUQRXUIRFXVRQWKHDEQRUPDOUHWXUQV
JHQHUDWHGE\WKHELGGHUILUPVDWWKHWLPHRIWKH0	$DQQRXQFHPHQWV7KHUHVXOWVDUH
SUHVHQWHGLQ7DEOH3DQHO$UHSRUWVWKHFXPXODWLYHDEQRUPDOUHWXUQV&$5VIRU
GLIIHUHQWVKRUW-WHUPKROGLQJZLQGRZVEHIRUH--GXULQJ--DQG
DIWHU-WKH0	$DQQRXQFHPHQW0RUHRYHUWKHUHVXOWVDUHIXUWKHUWDEXODWHGEDVHG
 
 
RQGHDOVL]HDERYHRUEHORZWKHPHGLDQGHDOVL]HRIRXUVDPSOHDQGRQZKHWKHULWLVD
GRPHVWLFRUDFURVV-ERUGHU0	$7KHUHVXOWVVKRZWKDWLWLVRQO\WKHGRPHVWLFDV
RSSRVHGWRWKHFURVV-ERUGHU0	$VWKDWWKHPDUNHWUHDFWLRQGLIIHUVVLJQLILFDQWO\,Q
SDUWLFXODUZHILQGWKDWGRPHVWLFGHDOVJHQHUDWHRQDYHUDJHKLJKHUDEQRUPDOUHWXUQV
RYHUWKHWKUHHGD\VVXUURXQGLQJWKHDQQRXQFHPHQWFRPSDUHGWRFURVV-ERUGHU
GHDOV 
>,QVHUW7DEOHDERXWKHUH@ 
:HIXUWKHUWHVWZKHWKHUWKHVKRUW-WHUPUHWXUQVVXUURXQGLQJWKHGHDODQQRXQFHPHQWV
DUHGULYHQE\GHDO-VSHFLILFDQGRULQYHVWRU-VSHFLILFFKDUDFWHULVWLFV7KHUHVXOWVUHSRUWHG
LQ3DQHO%RI7DEOHVKRZWKDWWKHUHWXUQVJHQHUDWHGGXULQJWKHWKUHHGD\VDURXQGWKH
DQQRXQFHPHQWDUHSRVLWLYHO\DQGVWDWLVWLFDOO\DIIHFWHGE\WKHSUHVHQFHRIIRUHLJQ
LQVWLWXWLRQDOLQYHVWRUVDQGE\WKHRYHUDOOSUHVHQFHRILQVWLWXWLRQDOLQYHVWRUV7KLVLV
FRQVLVWHQWZLWK)URRWDQG5DPDGRUDL6HDVKROHVDQG&KHQHWDO
ZKRILQGWKDWIRUHLJQLQYHVWRUVKDYHLQIRUPDWLRQDODGYDQWDJHRYHUGRPHVWLFLQYHVWRUV
0RUHRYHUZHILQGWKDWZKHQELGGHUVDFTXLUHWDUJHWILUPVYLDDVKDUHSD\PHQWPHWKRG
DQGWKHWDUJHWILUPLVODUJHUHODWLYHWRLWVSHHUVWKHPDUNHWUHDFWVSRVLWLYHO\RYHUWKH
WKUHH-GD\ZLQGRZVXUURXQGLQJWKH0	$DQQRXQFHPHQW7KHUHVXOWVRQWKHSUH-
DQQRXQFHPHQW&$5VVKRZWKDWZKHQWKHWDUJHWLVDOLVWHGILUPWKHUHLVGHFOLQHLQWKH
ELGGHUV¶VKDUHSULFHSULRUWRWKHDQQRXQFHPHQW 
7KH-ILQDQFLDOFULVLVKDVDQHJDWLYHLPSDFWRQWKHPDUNHWUHWXUQVVXUURXQGLQJ
0	$DQQRXQFHPHQWV,QDGGLWLRQZHILQGQRHYLGHQFHWKDWWKHLQVWLWXWLRQDOLQYHVWRUV¶
 
 
VKDUHWXUQRYHUKDVDQ\LPSDFWRQWKHWKUHH-GD\ZLQGRZ+RZHYHUWKHUHVXOWVVKRZWKDW
ORZ-WXUQRYHULQVWLWXWLRQDORZQHUVKLSLVSRVLWLYHO\UHODWHGWRWKHH[WHQGHGHYHQWZLQGRZ
-DQGWKHSUH-HYHQWZLQGRZ,QFRQWUDVWKLJK-WXUQRYHULQVWLWXWLRQDOLQYHVWRUV
KDYHDQHJDWLYHLPSDFWWRWKHPDUNHWUHDFWLRQSULRUWRWKH0	$DQQRXQFHPHQW7KLVLV
FRQVLVWHQWZLWK*DVSDUHWDOZKRVKRZWKDWDFTXLUHUVZLWKVKRUW-WHUPLQVWLWXWLRQDO
VKDUHKROGHUVH[SHULHQFHORZHUDQQRXQFHPHQWUHWXUQV)LQDOO\WKHUHVXOWVVKRZWKDWSULRU
0	$H[SHULHQFHKDVQRLPSDFWRQWKHPDUNHWUHDFWLRQGXULQJWKHWKUHHGD\VVXUURXQGLQJ
WKH0	$DQQRXQFHPHQWKRZHYHULWKDVDQHJDWLYHLPSDFWRQWKHH[WHQGHG-GD\HYHQW
DQGSUH-HYHQWZLQGRZV 
5. Summary and conclusion  
,QVWLWXWLRQDOLQYHVWRUVFDQEHHIIHFWLYHH[WHUQDOPRQLWRUVDQGFDQH[HUWVLJQLILFDQW
LQIOXHQFHRQILUPV¶GHFLVLRQPDNLQJSURFHVV7KLVSDSHULQYHVWLJDWHVWKHLPSDFWRI
LQVWLWXWLRQDOLQYHVWRUVRQ0	$VFRQGXFWHGE\8.DFTXLUHUV7KHUHVXOWVVKRZWKDWKLJK
OHYHORIWRWDOLQVWLWXWLRQDORZQHUVKLSLVSRVLWLYHO\UHODWHGWRFURVV-ERUGHU0	$GHDOVIXOO
FRQWURODFTXLVLWLRQVDQGODUJH0	$GHDOV7KLVVXJJHVWVWKDWLQVWLWXWLRQDORZQHUVKLS
FRQFHQWUDWLRQFDQKHOSSURWHFWVKDUHKROGHUV¶LQWHUHVWVSDUWLFXODUO\LQFURVV-ERUGHUGHDOV
ZKHUHORZHUVKDUHKROGHUSURWHFWLRQPD\DSSO\ 
+RZHYHUE\XVLQJRQO\D³FUXGH´PHDVXUHPHQWRIRYHUDOOLQVWLWXWLRQDORZQHUVKLS
ZLWKRXWDFFRXQWLQJIRUGLIIHUHQFHVEHWZHHQWKHPLQWHUPVRILQYHVWRUW\SHDQG
LQYHVWPHQWVW\OHFDQOHDGWRPLVFRQFHSWLRQV7KHUHIRUHZHGHOYHGHHSHULQWRWKHW\SHRI
 
 
LQVWLWXWLRQDOLQYHVWRUVQDPHO\GRPHVWLFYVIRUHLJQLQYHVWPHQWKRUL]RQDQGRZQHUVKLS
FRQFHQWUDWLRQ:HILQGWKDWILUPVZLWKDKLJKHUSURSRUWLRQRIIRUHLJQLQVWLWXWLRQDO
VKDUHKROGHUVDUHPRUHOLNHO\WRFRQGXFWFURVV-ERUGHUDQGODUJHGHDOV7KLVVXJJHVWVWKDW
IRUHLJQLQVWLWXWLRQDOLQYHVWRUVFDQDFWDVIDFLOLWDWRUVIRUUHGXFLQJWUDQVDFWLRQFRVWVDQG
DV\PPHWULFLQIRUPDWLRQLQWKHLQWHUQDWLRQDOPDUNHW,QDGGLWLRQZHILQGWKDWDKLJKHU
FRQFHQWUDWLRQRIIRUHLJQLQVWLWXWLRQDOLQYHVWRUVLQFUHDVHVWKHOLNHOLKRRGRIDFTXLUHUV
DVVXPLQJIXOOFRQWURODQGLVSRVLWLYHO\UHODWHGWRWKHGHDOVL]HRI0	$VLQOLQHZLWK
)HUUHLUDHWDO 
0RUHRYHUZHILQGWKDWWKHODUJHVWLQVWLWXWLRQDOLQYHVWRULVDYHUVHWRHQJDJLQJLQODUJH
0	$V:HDUJXHWKDWWKLVLVEHFDXVHODUJHU0	$VFRPPLWDJUHDWHUSRUWLRQRIWKH
DFTXLUHU¶VUHVRXUFHVDQGFDQSRWHQWLDOO\GLVWRUWWKHH[LVWLQJFRUSRUDWHJRYHUQDQFH
G\QDPLFVDQGWKHLQIOXHQFHWKH\H[HUW:HDOVRILQGWKDWDFURVVDOOWKUHHFDWHJRULHVRI
LQVWLWXWLRQDOLQYHVWRUV¶KRUL]RQLHVKRUW-WHUPPHGLXP-WHUPDQGORQJ-WHUPWKHUHLVD
QHJDWLYHUHODWLRQVKLSZLWKWKHOLNHOLKRRGRIDFURVV-ERUGHU0	$,QDGGLWLRQZHILQG
WKDWDKLJKHUFRQFHQWUDWLRQRILQVWLWXWLRQDOLQYHVWRUVZLWKORQJHU-DQGPHGLXP-WHUP
KRUL]RQVLQFUHDVHVWKHOLNHOLKRRGRIDFTXLUHUVDVVXPLQJIXOOFRQWURORIWKHWDUJHWILUPV
VXJJHVWLQJWKDWWKLVW\SHRILQVWLWXWLRQDOLQYHVWRUVDUHPRUHDFWLYHO\LQYROYHGLQDILUP¶V
GHFLVLRQPDNLQJDQGZDQWWRDYRLGDUHGXFWLRQLQWKHYDOXHRIWKHLULQYHVWPHQWV$IWHU
FRQWUROOLQJIRUILUP-VSHFLILFDQGGHDO-VSHFLILFFKDUDFWHULVWLFVZHILQGQRHYLGHQFHRIWKH
VKRUW-WHUPPDUNHWUHDFWLRQWRWKH0	$DQQRXQFHPHQWEHLQJGULYHQE\WKHLQYHVWPHQW
KRUL]RQRILQVWLWXWLRQDOLQYHVWRUV 
 
 
$OLPLWDWLRQRIWKLVVWXG\LVWKDWLWGRHVQRWDVVHVVWKHRZQHUVKLSVWUXFWXUHRIWDUJHW
ILUPVGXHWRGDWDOLPLWDWLRQZKLFKGRHVQRWDOORZGLUHFWWHVWLQJRIWKHLPSDFWRI
LQVWLWXWLRQDORZQHUVKLSIURPWKHWDUJHWILUPV¶SHUVSHFWLYH7KHLQFOXVLRQRIZKLFKFDQ
IRUPWKHEDVLVIRUIXUWKHULQYHVWLJDWLRQDQGVKHGPRUHOLJKWRQWKHLQIOXHQFHGLIIHUHQW
LQYHVWRUW\SHVFDQKDYHRQFRUSRUDWHVWUDWHJLFGHFLVLRQPDNLQJVXFKDV0	$V)LQDOO\
RXUUHVXOWVIRUWKHHTXLW\PDUNHWLQWKH8QLWHG.LQJGRPDQGUHVSHFWLYH0	$DFWLYLW\
FRUURERUDWHWKHILQGLQJVRI)HUUHLUDHWDO 
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%XUHDXYDQ'LMN:RUOGVFRSH 
 
3DQHO&0	$GHDO-UHODWHGYDULDEOHV 
 
+LJK-WHFK %LQDU\YDULDEOHHTXDOWRRQHZKHQWKHWDUJHWILUPEHORQJVWRWKHKLJK-WHFKQRORJ\LQGXVWU\DQG]HURRWKHUZLVH%XUHDX
YDQ'LMN 
&URVV,QGXVWU\ %LQDU\YDULDEOHHTXDOWRRQHZKHQDFTXLUHUDQGWDUJHWILUPVKDYHGLIIHUHQW-GLJLW6,&FRGHVDQG]HURRWKHUZLVH
%XUHDXYDQ'LMN 
/LVWHG7DUJHW %LQDU\YDULDEOHHTXDOWRRQHZKHQWKHWDUJHWILUPLVDSXEOLFO\OLVWHGILUPDQG]HURRWKHUZLVH%XUHDXYDQ'LMN 
,QLWLDO6WDNH %LQDU\YDULDEOHHTXDOWRRQHLIWKHDFTXLUHUILUPKDVDQLQLWLDOVWDNHLQWDUJHWILUPSULRUWRWKH0	$DQQRXQFHPHQW
DQG]HURRWKHUZLVH%XUHDXYDQ'LMN 
&DVK3D\PHQW %LQDU\YDULDEOHHTXDOWRRQHLIWKH0	$GHDOHPSOR\VFDVKRQO\DVSD\PHQWPHWKRGDQG]HURRWKHUZLVH%XUHDXYDQ
'LMN 
6KDUH3D\PHQW %LQDU\YDULDEOHHTXDOWRRQHLIWKH0	$GHDOHPSOR\VVKDUHVRQO\DVSD\PHQWPHWKRGDQG]HURRWKHUZLVH%XUHDX
YDQ'LMN 
)LQDQFLDO&ULVLV Binary variable equal to one if the M&A deal is announced during the 2007-2008 crisis period and zero otherwise 
(Bureau van Dijk).  
0	$H[SHULHQFH Binary variable equal to one if the acquirer firm has M&A experience before the M&A announcement and zero 
otherwise (Bureau van Dijk). 
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'RPHVWLF &URVV-%RUGHU 7RWDO 
<HDU 1XPEHURI'HDOV 'HDO9DOXH 1XPEHURI'HDOV 'HDO9DOXH 1XPEHURI'HDOV 'HDO9DOXH 
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       
7RWDO       
7KHWDEOHSUHVHQWVWKHDQQXDOGLVWULEXWLRQRIWKHQXPEHURI0	$GHDOVDQG0	$GHDOYDOXHPLOOLRQVRI*%3IRUFRPSOHWHGGRPHVWLFDQG
FURVV-ERUGHU0	$VDQQRXQFHGE\8.OLVWHGELGGHUVVSDQQLQJ-DQXDU\DQG'HFHPEHU 
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7DEOH0HDQYDOXHVIRUELQDU\H[SODQDWRU\YDULDEOHVDQGPDMRULQGXVWU\FDWHJRU\  
  Domestic Cross-border Total 
  N Mean N Mean N Mean 
Binary Variables:  
Cross Industry       
Listed Target       
Initial Stake       
Cash Payment        
Share Payment       
Financial Crisis        
M&A experience        
 
Industry Categories:   
High-tech        
Mining       
Construction       
Manufacturing       
Transportation       
Communications       
Public Utilities       
Whole Sale Trading       
Retail Trading       
Services       
Pubic Administration       
This table presents the mean value of binary explanatory variables based on domestic and cross-border M&As. The total sample comprises 3,679 
M&As deals undertaken by UK public bidders from January 1, 2000 to December 31, 2010. The industry classifications are based on the 2-digit 
SIC codes. All variables are defined in Table 1.   
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7DEOH'HVFULSWLYH6WDWLVWLFV  
3DQHO$,QVWLWXWLRQDO2ZQHUVKLS9DULDEOHV 1 0HDQ 0HGLDQ 0LQ 0D[ 6W'HYLDWLRQ 
/DUJHVW,QVWLWXWLRQDO,QYHVWRU       
7RS,QVWLWXWLRQDO2ZQHUVKLS       
'RPHVWLF,QVWLWXWLRQDO2ZQHUVKLS       
)RUHLJQ,QVWLWXWLRQDO2ZQHUVKLS       
7RWDO,QVWLWXWLRQDO2ZQHUVKLS       
/RZ-WXUQRYHULQVWLWXWLRQDORZQHUVKLS       
0RGHUDWH-WXUQRYHULQVWLWXWLRQDORZQHUVKLS       
+LJK-WXUQRYHULQVWLWXWLRQDORZQHUVKLS       
 
3DQHO%)LUP-OHYHO&KDUDFWHULVWLFV 
      'HDO9DOXHPLOOLRQVRI*%3       
)LUP6L]H       
52$    -   
/HYHUDJH       
/RQJ-WHUP/HYHUDJH       
&DVK	(TXLYDOHQW       
&DSLWDO([SHQGLWXUHV       
,QWDQJLEOHDVVHWV       
'LYLGHQG<LHOG       
6KDUH7XUQRYHU       
7RELQ¶VT       
7DUJHW)LUP6L]H       
7DUJHW)LUP,QGXVWU\-5HODWLYH6L]H       
This table presents the descriptive statistics for the continuous variables employed in the study. Deal Value is the M&As deal value in millions of GBP. 
All variables are defined in Table 1. All accounting data are taken at year-end prior to the M&A announcement.   
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7DEOH8QLYDULDWHDQDO\VLVRIGRPHVWLFYVFURVV-ERUGHU0	$V  
 
Domestic Cross-Border Test of 
difference 
in means 
Test of 
difference 
in medians Variables N Mean Median N Mean Median 
'HDO9DOXHPLOOLRQVRI*%3        * (0.000)*** 
/DUJHVW,QVWLWXWLRQDO,QYHVWRU        (0.959) 
7RS,QVWLWXWLRQDO2ZQHUVKLS        *** (0.023)** 
'RPHVWLF,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
)RUHLJQ,QVWLWXWLRQDO2ZQHUVKLS        *** (0.000)*** 
7RWDO,QVWLWXWLRQDO2ZQHUVKLS        *** (0.000)*** 
/RZ-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        *** (0.000)*** 
0RGHUDWH-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        *** (0.000)*** 
+LJK-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        *** (0.000)*** 
)LUP6L]H        *** (0.000)*** 
52$  -      *** (0.000)*** 
/HYHUDJH        ** (0.001)*** 
/RQJ-WHUP/HYHUDJH        *** (0.000)*** 
&DVK	(TXLYDOHQW        (0.013)** 
&DSLWDO([SHQGLWXUHV        ** (0.000)*** 
,QWDQJLEOH$VVHWV        (0.370) 
'LYLGHQG<LHOG        *** (0.000)*** 
6KDUH7XUQRYHU        *** (0.000)*** 
7RELQ¶VT        (0.000)*** 
7DUJHW)LUP6L]H        *** (0.000)*** 
7DUJHW)LUP,QGXVWU\-5HODWLYH6L]H        *** (0.000)*** 
This table presents descriptive statistics of the continuous variables employed in this study for the two sub-groups of target firms: domestic (UK) and 
cross-border (non-UK). The variables are defined as in Table 1. All accounting data are taken at year-end prior to the M&A deal announcement. Test of 
difference in means (medians) reports the p-values for the homogeneity test for means (medians) assuming unequal variances across the two target 
groups: domestic and cross-border targets. ***, **, and * represent significance at 1%, 5%, and 10%, respectively.    
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7DEOH8QLYDULDWHDQDO\VLVRIDVVXPLQJSDUWLDOYVIXOOFRQWUROIROORZLQJWKH0	$V 
 
Partial Control Full Control Test of 
difference in 
means 
Test of 
difference 
in medians Variables N Mean Median N Mean Median 
'HDO9DOXHPLOOLRQVRI*%3         *** 
/DUJHVW,QVWLWXWLRQDO,QYHVWRU        ***  *** 
7RS,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
'RPHVWLF,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
)RUHLJQ,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
7RWDO,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
/RZ-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
0RGHUDWH-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
+LJK-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        * 
)LUP6L]H        ***  *** 
52$          
/HYHUDJH         
/RQJ-WHUP/HYHUDJH         
&DVK	(TXLYDOHQW          
&DSLWDO([SHQGLWXUHV         *** 
,QWDQJLEOH$VVHWV        **  *** 
'LYLGHQG<LHOG          
6KDUH7XUQRYHU        ***  ** 
7RELQ¶VT          
7DUJHW)LUP6L]H        ***  *** 
7DUJHW)LUP,QGXVWU\-5HODWLYH6L]H        **  *** 
This table presents descriptive statistics of the continuous variables employed in this study for the two sub-groups of target firms: partial 
FRQWURODQGIXOOFRQWUROIROORZLQJWKH0	$)XOOFRQWUROLVGHILQHGDVDQ0	$ELGLVIRURIWDUJHWILUP¶VVKDUHVSHUFHQtage sought), 
following Ferreira et al., (2010). Otherwise it is classified as Partial control. The variables are defined as in Table 1. All accounting data are 
taken at year-end prior to the M&A deal announcement. Test of difference in means (medians) reports the p-values for the homogeneity test 
for means (medians) assuming unequal variances across the two target groups: partial control and full control. ***, **, and * represent 
significance at 1%, 5%, and 10%, respectively.  
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Small M&As Large M&As Test of 
difference 
in means 
Test of 
difference 
in medians Variables N Mean Median N Mean Median 
'HDO9DOXHPLOOLRQVRI*%3        ***  *** 
/DUJHVW,QVWLWXWLRQDO,QYHVWRU        ** *** 
7RS,QVWLWXWLRQDO2ZQHUVKLS         
'RPHVWLF,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
)RUHLJQ,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
7RWDO,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
/RZ-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
0RGHUDWH-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
+LJK-WXUQRYHU,QVWLWXWLRQDO2ZQHUVKLS        ***  *** 
)LUP6L]H        ***  *** 
52$  -      ***  *** 
/HYHUDJH        ***  *** 
/RQJ-WHUP/HYHUDJH        ***  *** 
&DVK	(TXLYDOHQW        ***  *** 
&DSLWDO([SHQGLWXUHV        **  *** 
,QWDQJLEOH$VVHWV         * 
'LYLGHQG<LHOG        ***  *** 
6KDUH7XUQRYHU        ***  *** 
7RELQ¶VT        ***  *** 
7DUJHW)LUP6L]H        ***  *** 
Target Firm Industry-Relative Size        ***  *** 
This table presents descriptive statistics of the continuous variables employed in this study for the two sub-groups of target firms: small 
M&As and large M&As. M&A deals are classified as small if their value is lower than the median deal value of our sample. M&A deals are 
classified as large deals if they are equal or higher than the median deal size of our sample. The variables are defined as in Table 1. All 
accounting data are taken at year-end prior to the M&A deal announcement. Test of difference in means (medians) reports the p-values for 
the homogeneity test for means (medians) assuming unequal variances across the two target groups: small M&As and large M&As. ***, **, 
and * represent significance at 1%, 5%, and 10%, respectively. 
 
 
7DEOH3URELWDQDO\VLVRI8.DFTXLUHUVHQJDJLQJLQFURVV-ERUGHU0	$V 
 
1st stage Probit 
 
2nd stage Probit 
Endogeneity adjusted 
 
(1) (2) (3) (4) (5) 
Cross Industry -0.592* -0.194 0.078 -0.025 
 
 
(-1.93) (-1.56) (1.21) (-0.32) 
 Listed Target 
 
0.089 0.090 -0.182 
 
 
 
(0.29) (0.70) (-1.15) 
 Initial Stake 
 
0.003 
  
0.003 
 
 
(0.66) 
  
(1.37) 
Cash Payment 
 
-0.109 
  
-0.180*** 
 
 
(-0.68) 
  
(-2.66) 
Share Payment 
 
0.050 0.152**  
  
 
 
(0.29) (2.13) 
  Financial Crisis -0.524* 0.099 
  
-0.192*** 
 
(-1.61) (0.94) 
  
(-2.74) 
Largest Institutional Ownership 
 
0.006 
   
 
 
(0.40) 
   Top 5 Institutional Ownership 
 
-0.001** 0.088*** 
  
 
 
(-0.07) (34.91) 
  Foreign Institutional Ownership 
 
0.010 
 
0.089*** 
 
 
 
(2.17) 
 
(13.35) 
 Total Institutional Ownership 
 
0.013 
  
0.043*** 
 
 
(1.63) 
  
(29.63) 
Low-turnover Institutional Ownership 
 
-0.008 
 
-0.023*** 
 
 
 
(-1.11) 
 
(-12.34) 
 Moderate-turnover Institutional Ownership 
 
-0.022* -0.077*** 
  
 
 
(-1.77) (-8.54) 
  High-turnover Institutional Ownership 
 
0.009 -0.055*** 
  
 
 
(0.38) (-3.45) 
  M&A Experience 0.780* 0.043 
   
 
(1.64) (0.30) 
   Target Firm Size 
 
0.384*** 
   
 
 
(4.77) 
   Target Firm Industry-Relative Size 0.209*** 
    
 
(3.34) 
    Cons. 1.490** -8.612*** -1.864*** 0.790 13.110 
 
(2.49) (-8.18) (-10.05) (0.06) (1.19) 
Firm specific control variables ¥ ¥ ¥ ¥ ¥ 
Industry/Year controls ¥ ¥ ¥ ¥ ¥ 
Obs. 731 1,285 3,060  2,624 3,061 
Pseudo R2(%) 79.76 23.67 
   Log pseudo-likelihood 
  
- 13,267.2  -13,213.7 -13,281.4 
Wald chi2(1) 
  
65.84 52.51 73.57 
p-value  Wald test 
  
(0.000) (0.000) (0.000) 
Correctly classified (%) 96.72 81.01 50.42 52.44 60.47 
 
 
This table presents the results of probit regressions for estimating the probability of UK bidders choosing 
a cross-border target. The sample comprises 3,821 M&As undertaken by UK listed firms announced 
between 01/01/2000 and 31/12/2010. The dependent variable is a dummy variable which equals to 1when 
the deal is a cross-border deal, and 0 for domestic deals. The variables are defined as in Table 1. All 
accounting data are taken at year-end prior to the M&A deal announcement. Z-statistics based on cluster-
adjusted robust standard errors (Petersen, 2009, hence providing robust interpretations (Cameron et al., 
2008)) are reported in parentheses. Correctly classified (%) compares the fitted and actual values based 
on a 0.50 cut-off point***, **, and * represent significance at 1%, 5%, and 10%, respectively.
 
 
7DEOH3URELWUHJUHVVLRQVRQDVVXPLQJIXOOFRQWURORIWDUJHWILUPVIROORZLQJWKH0	$  
 
1st stage Probit 2nd stage Probit - Endogeneity adjusted 
 
(1) (2) (3) (4) (5) (6) (7) (8) 
Cross-Border - - - - 0.016 - -0.246 -0.315** 
 
- - - - (0.15) - (-1.40) (-2.29) 
Cross Industry - - - - -0.138* - -0.146*  
 
- - - - (-1.80) - (-1.84)  
Listed Target - - - - -0.345 
 
-0.181  
 
- - - - (-0.45) 
 
(-0.17)  
Initial Stake - - - - -0.003 - -0.005  
 
- - - - (-0.95) - (-1.02)  
Cash Payment - - -  0.038 - -0.050 -0.176 
 
- - -  (0.39) - (-0.46) (-1.26) 
Share Payment - - -  0.022 
 
0.127 -0.188 
 
- - -  (0.16) 
 
(1.00) (-1.24) 
Financial Crisis - - - - 
  
-0.043 -0.029 
 
- - - - 
  
(-0.37) (-0.19) 
Largest Institutional Ownership 
   
 
 
- -0.191*** -0.013 
     
   
 
 
- (-16.10) (-0.90) 
Top 5 Institutional Ownership 
   
 -0.125*** 
  
 
     
   
 (-17.21) 
  
 
Foreign Institutional Ownership - - - - 
   
0.093** 
     - - - - 
   
(2.54) 
Total Institutional Ownership     
   
 
         
   
 
Low-turnover Institutional Ownership  - 
 
 0.058***  0.023*** -0.004 
      - 
 
 (14.52)  (11.56) (-0.39) 
Moderate-turnover Institutional Ownership   
 
 0.051***  0.018* -0.015 
       
 
 (4.68)  (1.78) (-0.81) 
High-turnover Institutional Ownership   
 
 0.080***  0.040* -0.055 
       
 
 (3.88)  (1.66) (-1.17) 
M&A Experience -   - 0.004 - -0.307*** 0.132 
 
-   - (0.06) - (-4.99) (1.58) 
Target Firm size 
 
- - 
   
 
  
- - 
   
 
Target Firm Industry-Relative Size 
   
- 
 
- 
 
 
 
 
     
   
- 
 
- 
 
 
Cons.     4.515***  1.331** 3.147*** 
 
    (9.52)  (2.54) (4.71) 
Firm specific control variables ¥ ¥ ¥ ¥ ¥ ¥ ¥ ¥ 
Industry/Year controls ¥ ¥ ¥ ¥ ¥ ¥ ¥ ¥ 
Obs.     2,576 485 2,868 2,596 
Pseudo R2 (%)     
   
 
Log pseudo-likelihood 
   
 - 9,889.6 - - 9,826.2 - 10,578.5 
Wald chi2(1) 
   
 2.93  0.63 0.81 
p-value  Wald test 
   
 (0.087)  (0.427) (0.368) 
Correctly classified (%) 86.14 87.02 86.71 80.59 62.27  58.23 65.22 
This table presents the results of probit regressions for estimating the probability of UK bidders acquiring full control of the target firm, based on 3,821 
M&As undertaken by UK listed firms from 01/01/2000 to 31/12/2010. The dependent variable is a dummy variable which equals to 1 when the M&As 
result in a full control (100%) of the target firm and 0 otherwise. The variables are defined as in Table 1. All accounting data are taken at year-end prior to 
the M&A deal announcement. Z-statistics based on cluster-adjusted robust standard errors (Petersen, 2009, hence providing robust interpretations 
(Cameron et al., 2008)) are reported in parentheses. Correctly classified (%) compares the fitted and actual values based on a 0.50 cut-off point ***, **, 
and * represent significance at 1%, 5%, and 10%, respectively. 
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7DEOH7RELWUHJUHVVLRQVRQWKHGHDOVL]HRI0	$V 
       
&URVV-ERUGHU       
       
&URVV,QGXVWU\   - - - - 
   - - - - 
/LVWHG7DUJHW  - - - - - 
  - - - - - 
,QLWLDO6WDNH -   - - - 
 -   - - - 
&DVK3D\PHQW      - 
      - 
6KDUH3D\PHQW      - 
      - 
)LQDQFLDO&ULVLV -    - - 
 -    - - 
/DUJHVW,QVWLWXWLRQDOLQYHVWRU     - - 
     - - 
7RS,QVWLWXWLRQDO2ZQHUVKLS -   -     
 (-3.76)        
)RUHLJQ,QVWLWXWLRQDO2ZQHUVKLS       
       
7RWDO,QVWLWXWLRQDO2ZQHUVKLS         
         
/RZ-WXUQRYHU       
,QVWLWXWLRQDO2ZQHUVKLS       
0RGHUDWH-WXUQRYHU     -  
,QVWLWXWLRQDO2ZQHUVKLS     -  
+LJK-WXUQRYHU     - - 
,QVWLWXWLRQDO2ZQHUVKLS     - - 
0	$([SHULHQFH         
         
Target Firm Size        
        
Target Firm Industry-        
Relative Size       
&RQV 1.164 0.587  -   
 (11.32) (6.13)  -   
Firm specific control variables ¥ ¥ ¥ ¥ ¥ ¥ 
Industry/Year controls ¥ ¥ ¥ ¥ ¥ ¥ 
       
Obs.       
3VHXGR. R2        
This table presents the results of Tobit regressions for estimating the determinants of the deal size for 
cross-border M&As undertaken by UK bidders. The sample comprises 3,821 M&As undertaken by 
UK listed firms announced between 01/01/2000 and 31/12/2010. The dependent variable is Deal Size, 
measured as the natural logarithm of the deal value. We use a lower bound of £0.1m as it is one of the 
restrictions imposed during the sample selection process. The variables are defined as in Table 1. All 
accounting data are taken at year-end prior to the M&A deal announcement. Z-statistics based on 
cluster-adjusted robust standard errors (Petersen, 2009, hence providing robust interpretations 
(Cameron et al., 2008)) are reported in parentheses. Correctly classified (%) compares the fitted and 
actual values based on a 0.50 cut-off point ***, **, and * represent significance at 1%, 5%, and 10%, 
respectively. 
 
 
7DEOH6KDUHKROGHUUHWXUQVVXUURXQGLQJWKH0	$DQQRXQFHPHQWV 
3DQHO$$YHUDJHUHWXUQVIRUYDU\LQJ0	$GHDOW\SHV 
  
Domestic 
M&As 
Cross-
border 
M&As 
Small 
M&As 
Large 
M&As 
Large 
Domestic 
M&As 
Large 
Cross-
Border 
M&As 
Small 
Domestic 
M&As 
Small 
Cross-
Border 
M&As All M&As 
CAR-1,+1 Mean 0.75% 0.33% 0.67% 0.50% 0.80% 0.72% 0.30% 0.38% 0.59% 
 
p-value (0.001) (0.198) (0.675) (0.639)  
 
Obs. 2,123 1,374 1,751 1,746 838 1,285 812 562 3,497 
 
SD 4.35% 2.96% 3.91% 3.83% 4.59% 4.19% 2.49% 3.53% 3.87% 
          
 
CAR-10,+10 Mean 0.48% 0.22% 0.54% 0.22% 0.49% 0.48% 0.02% 0.49% 0.38% 
 
p-value (0.266) (0.195) (0.983) (0.194)  
 
Obs. 2,123 1,374 1,751 1,746 838 1,285 812 562 3,497 
 
SD 7.86% 6.30% 7.75% 6.78% 7.36% 8.17% 5.55% 7.24% 7.28% 
          
 
CAR-1,+20 Mean 0.02% -0.20% 0.19% -0.32% -0.12% 0.11% -0.42% 0.12% -0.07% 
 
p-value (0.510) (0.138) (0.611) (0.278)  
 
Obs. 2,123 1,374 1,751 1,746 838 1,285 812 562 3,497 
 
SD 10.76% 8.82% 10.77% 9.25% 10.04% 11.21% 8.00% 9.88% 10.04% 
          
 
CAR-20,-2 Mean -0.25% -0.19% -0.24% -0.21% -0.15% -0.32% -0.30% -0.03% -0.23% 
 
p-value (0.748) (0.885) (0.521) (0.361)  
 
Obs. 2,123 1,374 1,751 1,746 838 1,285 812 562 3,497 
 
SD 6.09% 5.16% 6.44% 4.94% 5.31% 6.54% 4.53% 5.96% 5.74% 
 
  
 
 
3DQHO%7KHGULYHUVRIDQQRXQFHPHQWUHWXUQV 
 
CAR -1,+1 CAR -10,+10 CAR -20,-2 
 
            
Cross Industry 0.001 
 
-0.001 0.001 0.001 
 
0.005 0.000 0.000 
 
0.005 0.001 
 
(0.638) 
 
(-0.500) (0.370) (0.304) 
 
(0.920) (0.080) (-0.133) 
 
(1.150) (0.200) 
Cross-Border -0.004*** 0.003 0.002 -0.004* -0.001 0.020 0.015 -0.005 0.001 0.015 0.005 -0.002 
 
(-2.816) (0.440) (0.280) (-1.860) (-0.554) (1.550) (1.200) (-1.310) (0.445) (1.180) (0.410) (-0.520) 
Listed Target 0.001 
 
0.002 0.010 0.011 
 
0.000 0.011 -0.006 
 
-0.011 -0.019 
 
(0.162) 
 
(0.230) (1.180) (1.308) 
 
(-0.020) (0.980) (-0.798) 
 
(-1.060) (-2.290) 
Initial Stake 
 
0.000 0.000 0.000 
 
0.000 0.000 0.000 
 
0.000 0.000 0.000 
  
(-1.060) (-0.570) (-0.300) 
 
(-1.170) (-0.220) (-0.510) 
 
(0.260) (1.250) (-0.410) 
Cash Payment 
 
0.002 
 
0.002 
 
0.004 
 
0.007* 
 
0.000 
 
-0.001 
  
(0.530) 
 
(0.640) 
 
(0.480) 
 
(1.750) 
 
(-0.070) 
 
(-0.230) 
Share Payment 0.006** 
   
-0.003 
   
-0.002 
   
 
(2.000) 
   
(-0.571) 
   
(-0.719) 
   Financial Crisis -0.006*** -0.005 -0.005* -0.006*** -0.011*** -0.009 -0.016 -0.016*** -0.005** 0.002 0.000 -0.011 
 
(-3.064) (-1.460) (-1.840) (-2.660) (-3.441) (-1.160) (-2.380) (-3.710) (-2.027) (0.360) (0.000) (-3.140) 
Largest Institutional  
   
0.000 
   
0.000 
   
-0.001 
    Ownership 
   
(0.930) 
   
(-0.170) 
   
(-1.290) 
Top 5 Institutional  0.000 
 
0.000 0.000 0.000 
 
0.000 0.000 0.000 
 
0.000 0.000 
    Ownership (-0.042) 
 
(1.190) (-1.050) (0.845) 
 
(0.240) (-0.280) (0.817) 
 
(1.350) (0.570) 
Foreign Institutional  
 
0.000 0.000*** 0.000 
 
0.000 0.000 0.000 
 
0.000 0.000 0.000 
    Ownership 
 
(-1.360) (-2.820) (0.940) 
 
(-0.130) (-1.010) (1.210) 
 
(0.220) (1.130) (0.240) 
Total Institutional  
 
0.000* 
 
0.000 
 
0.000 
 
0.000* 
 
0.000 
 
0.000 
    Ownership 
 
(1.700) 
 
(-0.400) 
 
(0.430) 
 
(-1.780) 
 
(-0.160) 
 
(-0.420) 
Low-turnover  
  
0.000 0.000 
  
0.000 0.000** 
  
0.000 0.000 
    Institutional Ownership 
  
(-1.210) (1.140) 
  
(0.450) (1.960) 
  
(-0.920) (0.600) 
Moderate-turnover  
  
0.000 0.001 
  
0.002 0.001 
  
0.003*** 0.000 
    Institutional Ownership 
  
(0.060) (1.220) 
  
(1.190) (0.700) 
  
(2.410) (0.230) 
High-turnover  
  
0.000 -0.001 
  
-0.001 0.000 
  
-0.003*** 0.000 
    Institutional Ownership 
  
(0.180) (-1.090) 
  
(-0.910) (-0.190) 
  
(-2.650) (0.430) 
M&A Experience -0.002 
  
-0.001 -0.012*** 
  
-0.009 -0.008** 
  
-0.012** 
 
 
 
(-0.974) 
  
(-0.280) (-3.220) 
  
(-1.510) (-2.463) 
  
(-2.090) 
Target Firm Size 
   
0.001 
   
0.001 
   
0.000 
    
(0.510) 
   
(0.590) 
   
(0.220) 
Target Firm Industry- 
 
0.019 0.024* 
  
0.002 0.019 
  
-0.021 -0.019 
     Relative Size 
 
(1.180) (1.740) 
  
(0.060) (0.610) 
  
(-0.670) (-0.690) 
 Cons. 0.003 0.035 -0.005 0.057*** 0.001 -0.003 -0.051*** 0.106*** -0.007 0.002 0.000 0.019 
 
(0.619) (1.550) (-0.560) (3.350) (0.089) (-0.100) (-3.120) (4.600) (-0.577) (0.060) (-0.030) (0.780) 
Firm specific control 
variables ¥ ¥ ¥ ¥ ¥ ¥ ¥ ¥  ¥ ¥ ¥ 
Industry/Year controls ¥ ¥ ¥ ¥ ¥ ¥ ¥ ¥  ¥ ¥ ¥ 
             Obs. 3,243 536 656 1,265 3,063 536 656 1,265 3,063 536 656 1,265 
Adj R2 (%) 1.40 7.73 4.50 7.85 3.91 4.09 3.39 7.37 2.32 2.77 2.77 5.36 
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